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DEBT CLAIMS AND WORLD WAR I ASSETS 


THURSDAY, SEPTEMBER 29, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON TRADING WiTH THE ENemy Acr 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, BG, 

The committee met, pursuant to notice, at 10 a. m., in room 135, 
Senate Office Building, Senator Olin D. Johnston (chairman) 
presiding. 

Present: Senator Johnston (chairman). 

Also present: Harlan Wood, counsel for subcommittee on Trading 
With the Enemy Act; Wayne H. Smithey, professional statf, Senate 
Judiciary Committee; William A. Stevens, clerk, Subcommittee on 
Trading With the Enemy Act. 

Senator Jonnston. The subcommittee will come to order. 

We are meeting today, gentlemen, to receive testimony on S. 114¢ 
which is in some respects similar to 8. 2231 of the 85d Congress. The 
bill relates to the accumulation of literally thousands of debt claims 
now pending in the Office of Alien Property, Department of Justice. 

The primary purpose of the bill is to disallow many claims unless 
they relate first to wages and salary claims, secondly, debts due the 
United States, or debts due for services rendered or goods delivered, 
or for other purposes. 

There is a provision in the bill which would prevent a judicial re- 
view from any determination that may be made on claims by the 
Office of Alien Property. 

The reporter will at this point insert the bill in the record as the 
first item of business. 

I will now ask the counsel to proceed in regard to this particular 
proposal. 

(The document referred to is as follows:) 


LS. 1147, 84th Cong., 1st sess.] 
A BILL To amend the Trading With the Enemy Act relating to debt claims 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the second sentence of subsection (a) 
of section 34 of the Trading With the Enemy Act, as amended, is hereby amended 
by striking out the period at the end thereof and inserting in lieu thereof a 
comma and the following: “or if it is asserted against any foreign country 
(including its government or any political subdivision, agency or instrumeuatality 
thereof) and is not based upon an obligation within priority categories (1), (2), 
or (3) specified in subsection (g) of this section, or if it is based upon an 
obligation expressed or payable in any currency other than currency of the 
United States or the Philippine Islands.” 
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Sec. 2. That subsection (c) of section 34 of the Trading With the Enemy 
Act, as amended, is hereby amended by adding at the end thereof the following: 
“A determination by the custodian that a claim is within either of the last 
two clauses of the second sentence of subsection (a) hereof shall be final and 
not subject to judicial review, and such a claim shall not be considered a debt 
claim for any purpose under this section.” 

Senator Jonnstron. At this point I should like to insert as exhibit 
the notice of public hearing dated September 16, 1955, which was 
sent to interested parties. 

(The document referred to is as follows :) 


Exursit A 
SEPTEMBER 16, 1955. 
NoTIcEeE OF PusLic HEARINGS 


The Judiciary Subcommittee on Trading With the Enemy Act will hold public 
hearings commencing September 29, 1955, at 10 a. m., in room 135, Senate Office 
Building, for the purpose of hearing testimony on the following bills: 

S. 1147, to amend the Trading With the Enemy Act relating to debt claims. 

S. 2226, to authorize the Attorney General to dispose of the remaining 
assets seized under the Trading With the Enemy Act prior to December 18, 
1941. 

Inasmuch 2s you may be interested in the subject matter covered by these pro- 
posals, please indicate your desire to testify on either bill, together with an esti- 
mate of the time required for the presentation of your views. Written briefs or 
prepared statements will also be accepted for inclusion in the record. In con- 
formity with section 133 (e) of the Legislative Reorganization Act of 1946, please 
furnish your prepared statement for receipt by this office not later than Septem- 
ber 27, 1955. 

Arrangements to testify should be made through the staff of the subcommittee 
by calling Republic 7-7500, extension 3271 or 3272, or writing to the subcommittee, 
suite 210, HOLC Building, 101 Indiana Avenue NW., Washington 25, D. C. 

Sincerely yours, 
Orn D. Jounston, Chairman. 

Senator JouNnsron. I think the record should now indicate the 
names of the witnesses appearing on behalf of the Justice Depart- 
ment, their names and positions. I believe that the principal witness 
in this connection is Mr. Thomas H. Creighton, Jr., the Chief of the 
Claims Section of the Office of Alien Property. 

Mr. Cretcutron. Mr. Sidney Gross, Chief of our Legal and Legis- 
lative Section, is representing the Office and will make the original 
statement. 

Senator Jonnsron. Mr. Gross, will you please identify yourself 
and state what position you hold? 


TESTIMONY OF SIDNEY GROSS, CHIEF, LEGAL AND LEGISLATIVE 
SECTION, OFFICE OF ALIEN PROPERTY, ACCOMPANIED BY 
THOMAS H. CREIGHTON, JR., CHIEF, CLAIMS SECTION OF THE 
OFFICE OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


Mr. Gross. Yes, sir; my name is Sidney Gross. I am Chief of the 
Legal and Legislative Section of the Office of Alien Property, Depart- 
ment of Justice. 

Senator Jounston. Will you raise your right hand? Will you 
swear that the evidence you give before this subcommittee to be the 


truth, the whole truth, and nothing but the truth so help you, God? 
Mr. Gross. I do. 


Senator JoHnston. Proceed. 
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Mr. Gross. Mr. Chairman and members of the subcommittee, I am 
here in response to your invitation to the Department of Justice to 
express its views concerning S. 1147. On behalf of the Department 
I wish to urge the enac tment of this bill. 

Section 34 of the Trading With the Enemy Act, as amended (50 
U.S. C. App. 34), provides that the proceeds of vested property shall 
be ceotioa to the payment of debts owed by the prevesting owner of 
that property to citizens and residents of the United States and the 
Philippine - Islands. 

This section was enacted to remedy the indirect injury to creditors 
of the prevesting owners caused by the fact that action by the Govern- 
ment had placed the vested property beyond the reach of normal legal 
processes, including attachments in partic ular. 

Section 34 excludes certain categories of debt claims from payment. 
S. 1147 would exclude two additional categories: 

(1) Nonpriority claims against a foreign country. It might be 
noted that the priority claims not to be excluded are claims for serv- 
ices and salaries under $600, certain claims of the United States Gov- 
ernment, and claims for goods, services, and rent. 

(2) Claims based on “obligations payable in currency other than 
that of the United States or the Philippine Islands. 

Approximately 93 percent of the remaining 22,524 debt claims be- 
fore the Office of Alien Property fall into these 2 categories. The 
passage of S. 1147 would therefore facilitate the early completion of 
the debt-claim program and would be an important aid in bringing 
the work of the Office of Alien Property to a close. 

Owing to a program instituted by the Office of Alien Property : 
little more than a year ago the number of debt claims in the first 

category has been reduced from approximately 11,000 to approxi- 
mately 1,500. 

The great majority of the original total consisted of claims based 
on German and Japanese Government bonds. Inasmuch as recent ne- 
gotiations have resulted in refunding arrangements whereby Germany 
and Japan have resumed service on such bonds, most American bond- 
holders are able to enforce their rights against the present debtor gov- 
ernments outside the framework of the Trading With the Enemy Act. 

Consequently the Office of Alien Property has requested and received 
affirmative withdrawals of their claims from a substantial number of 
such bondholders. 

As a result of this program there are only 100 claims presently on 
file against the vested Japanese Government assets and these assets 
are sufficient to cover the amount of these claims. However, there are 
900 claims with an aggregate face value of $66 million still on file 
against the $1,750,000 of German Government assets now available to 
pay debt claims. 

In a great many cases, thus, the cost of processing a claim against 
the German Gover nment will exceed the amount payable on it. The 
same is true of the remaining 500 debt claims in the first category other 

than the claims based on German and Japanese Government bonds. 

The legal doctrine of a foreign sovereign’s immunity from suit 
places the assets of a foreign gover nment. beyond the reach of an 
American creditor, even in the absence of vesting action. 
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It is doubtful, therefore, that creditors of foreign governments were 
within the scope of the original purpose of section 34 of the Trading 
With the Enemy Act, and it seems clear that they have no subst: intial 
moral claim to the vested funds they seek—that is, there would seem 
to be no objection on moral grounds to treatment of their claims as 
proposed in S. 1147. 

There are approximately 19,500 debt claims in the second category 
which would be excluded from payment by S. 1147. 

Of these, 17,587 are based on yen certificates of deposit in Japanese 
banks in Japan issued by the American branches of Japanese banks 
prior to Pearl Harbor. The certificates for the most part represent 
claimants’ purchases of Japanese yen to be held on deposit by the 
parent banks in Japan. 

These certificates expressly provide for the payment of the banks’ 
obligations in yen in Japan. It appears, therefore, that the yen cer- 
tificate claimants are not equitably entitled to satisfaction of their 
claims out of the vested United States assets of the banks. 

And there appears to be no moral obligation on the part of the 
United States to apply these assets to the payment of the claims of 
a persons, since they transferred funds to a foreign economy and 

greed to payment in a foreign currency. 

“Moreover, the yen obligations of the Japanese banks are still in 
good standing and the certificates can now be redeemed at their yen 
value in Japan. Although the conversion of the yen and the dollars 
is subject to Japanese foreign exchange restrictions, that difficulty 
was part of the risk assumed by the claimants at the time of their pur- 
chases of yen. 

As a result of the devaluation of the yen, it is estimated that the 
average payment on a yen certificate claim under section 34 will be 
less than $25. Consequently the administrative cost of processing the 
claims will far exceed the amounts payable if they are allowed. A 
similar situation exists with respect to the remaining claims based 
on obligations payable in foreign currency. 

These are principally obligations of German banks and steamship 
companies now payable in the greatly devalued postwar German 
deutschemark. 

For example, 350 claims, aggregating $6 million in face value, have 
been filed against the account of a German bank known as the Deutsche 
Bank. The vested assets in this account amount to only $123,000. 

For the reasons I have stated and with the purpose of speeding 
the end of the World War II alien property program, the Depart- 
ment of Justice urges early enactment of S. 1147 during the next 
session of Congress. 

I wish to convey the appreciation of the Department for this oppor- 
tunity to express its support of S. 1147. 

Mr. Chairman, with your permission I would like to call on Mr. 
Creighton, who is the Chief of our Claims Section and who has been 
in charge of the claims program for a long time, to assist in answer- 
ing any questions that might be asked. 

Senator Jounston. We will be glad to have him do so. 

Mr. Woop. Mr. Creighton, would you prefer to make a general state- 
ment now, or would you prefer merely to be interrogated / 
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Mr. Creicuron. I am here to answer any questions that you desire 
to ask with respect to the status of the matters under consideration 
and to give you any information I may be able to give that will help 
you to reach a decision. 

Mr. Woop. Rather in reverse order may I ask you when were most 
of these foreign currency investments made é 

Mr. Creiguron. You mean when did the obligations first arise in 
foreign currency ? 

Mr. Woop. Yes. 

Mr. Cretcnton. Well, over a period before—I don’t know. Some 
of these yen certificate claims, for example, were purchased in 1938 
or 1939. Some of them in 1940. Some of them in 1941. But they 
all took place prior to the freezing of foreign assets in this country 

Mr. Woop. When did the Government freeze? After the declara- 
tion of war? 

Mr. CretenTon. With respect to Germany and Japan freezing con- 
trols went into effect as of June 1941. 

Mr. Woop. Do you have the value of the yen for the record and 
the German reichsmark for the record as of the date of the freezing 
order ? 

Mr. Cretanron. No, sir. 

All I have is the value of the yen certificates of deposit claims as 
filed with our Office and the amount of money which we hold in the 
account of the particular bank against which the claim is made. 

Mr. Woop. Can your Office without too much trouble furnish the 
dates which the Government froze the assets in the Yokohama Specie 
Bank and the Sumitomo Bank. 

Mr. Creientor. That was July 26, 1941. 

Mr. Gross. And it was made retroactive to June 14, 1941. 

Mr. Woop. That was prior to our entry into World War IT? 

Mr. Gross. That is right. 

Mr. Woop. Can you furnish the date for the record when the Gov- 
ernment seized the assets of the German currencies involved in this 
bill? 

Mr. Creiauton. Mr. Counsel, you see we issued vesting orders over 
a period of years. We may have issued one vesting order in 1943, 
taking the assets of a certain German bank. 

We may have issued another vesting order in 1946 taking the assets 
of another bank or in 1947 and up until our vesting program was 
completed. You see, there are many different accounts involved, with 
respect to these claims. 

For example, let’s take the claim against the German Government 
and the political subdivisions thereof. There are probably 50 or 60 
different accounts involved. 

Mr. Woop. In Mr. Gross’ statement he gives us an aggregate of the 
number of claims as being 17,500 and the aggregate of the general and 
dollar values as of the time of investment. 

Now you say that the Government vested those accounts at various 
intervals of time. 

When you relate that to the change of the value of the currency you 
see that Mr. Gross’ statement does not reflect a true picture of values. 

Mr. Creicuton. I think you misunderstood what Mr. Gross at- 
tempted to convey to you. 


69089—56- 2 
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The amount of money, the total amount of money which we had 
vested belonging to the German Government and the total value of 
the claims as filed against that account with our Office 
Mr. Gross. Let me interrupt for a moment, to say that reference to 
dollar values in my statement were made with respect to the first 
category. 

It seems to me that you are talking at this point about the second 

category, the a. eign-currency claims. 

Mr. Woop. I said I am taking these up in reverse order. That was 
my first sts oe 

‘Mr. Gross. So far as the foreign currency claims are concerned, my 
statement gave no total figures of valuation except at the end of the 
statement where I used as an ex xample the Deutsche Bank account, 
indicating there was $123,000 in the account and $6 million of face 
value of claims against it. 

What I did point out was there were nineteen-thousand-odd debt 
claims in the complete second category of foreign currency claims and 
of those 17,587 are based on yen ‘certificates of deposit. What hap- 
pened is that before the war, the yen certificates I think were valued 
or the yen was valued at something like 24 cents. The mark was 
something around 40 cents. 

The postwar valuation of the yen, for example, is about 360 to the 
dollar. The postwar valuation of the mark, I don’t know offhand, but 
it is very, very substantially reduced. 

So that on the basis of these yen claims, even if they are allowed as 
yen claims, the end result is that the actual amount in which they will 
be allowed will be so nominal that the cost of the processing of the 
claim will probably exceed the value of the claim. 

Mr. Woop. You have translated, Mr. Gross, the value of the yen 
on the date they were vested. 

Mr. Gross. No, sir; not as of the date they were vested. Iam talk- 
ing about the prewar rate. 

Mr. Woop. Have you the values of the yen in these two major banks 
as of the date of their vestment ? 

Mr. Gross. It is our position that these are payable as a matter of 
law as of the date of the judgment which decrees their payment. 
That value would be the current rate. 

Mr. Woop. You don’t mind answering specifically the question I 
asked you, do you? 

Mr. Gross. There was no rate during the war at the time the vesting 
occurred. . 

Senator Jounston. Did you have these claims in your possession all 
the ve 

Mr. Gross. We had them in our possession from the date they 
were filed. 

Senator Jonnston. From the date you froze them ? 

Mr. Gross. No, sir; from the date the claims were filed with us under 
the Trading With the E nemy Act, section 34. 

Senator JoHnston. What is the date they were filed with you? 

Mr. Gross. Those dates would vary. They would encompass a 


number of years. The last date for the filing of these debt’claims was 
in 1949. 
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Mr. Woop. The dates of the vestments as related to the value of the 
yen is an important item, is it not, in connection with those that have 
aright toclaim? That raises a question of law, does it not? 

Mr. Gross. I think the issues involved in these claims do not in- 
volve the rate at the time of vesting, Mr. Wood, the issues are whether 
the claims are payable at the prewar value or at the postwar v: alue. 
The rate at the time of the vesting is not involved since there was no 
official rate of exchange at that time. Mr. Creighton can correct me 
if I am wrong. 

Mr. Creicuron. With respect to the claims against the Yokohama 
Specie Bank, Ltd—and counsel for those claimants is present and 
he can correct me if I am wrong—it is maintained that they are either 
entitled to the actual number of dollars that they used for the purchase 
of the yen certificates of deposit or if they are not entitled to that, they 
are entitled to the last official rate of exchange existing before the out- 
break of the war, which would be at the rate of approximately 25.4 
cents per yen. I believe that is correct. It varied from time to time, 
as you know, as all foreign exchange rates vary in regard to the dollar. 

Mr. Woop. I take it Mr. Gross and Mr. Creighton that in the trans- 
lation of the comparative dollar value of the claims with respect to the 
assets you no whave on hand, that you have in your assets account 
the totals which Mr. Gross gave? 

Mr. Creicguron. I wonder if you would like to break it down. Do 
you want to deal specifically now with the yen certificate claims? 

Mr. Woop. Yes; I am taking it in reverse order as I stated when 
I started to question Mr. Gross. 

Mr. CreieutTon. Let’s take the Yokohama Specie Bank, Ltd., for 
example. We have pending claims against the Yokohama Specie 
Bank, dollar claims which this bill would not affect, 127, and the 
amount claimed is $4,537,000. We have pending against that bank 
8,500 yen certificates of deposit claims. The yen involved are 155 
million. At the postwar rate of exchange they have a dollar value 
of $38,750,000. At the postwar rate of exchange they would have a 
dollar value of $430,000. 

We have in the account of the Yokohama Specie Bank as of 
June 30, 1955, $14,367,000. At the prewar rate of exchange each 
thousand-yen certificate would be worth approximately $234. At the 
postwar rate of exchange each thousand-yen certificate would be 
worth approximately $3. If all claims were good, the account would 
pay at the prewar rate of exchange approximately 33 percent as a 
dividend. ‘That is assuming that all the claims are good. 

Of course, if they are payable at the postwar rate Pof exc hange, as 
we maintain, then, of course, they would be paid in full. 

Mr. Woon. Notas you maintain but as they maintain. 

Mr. Creicuron. Is say, if they were payable at the postwar rate of 
exchange, they would be paid i in full. 

Mr. Woop. I beg your pardon. 

Mr. Creicuron. That isthe Yokohama Specie Bank, Ltd. 

Mr. Woop. May I ask you a question that relates to what you have 
just read? Are these all the assets in the Yokohama and the Sumi- 
tomo Bank account ? 

Mr. Creicuton. I am only giving you the status of the Yokohama 
Specie Bank. I can give you ‘the status of the Sumitomo Bank also. 
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Mr. Woop. Are those all the assets in Yokohama Specie Bank? 

Mr. CreicHron. Those are all the assets we have in that bank to 
date. That is the cash in the account. 

Mr. Gross. That is the cash currently in the account. 

Mr. Woop. Does that bank own any real estate or other securities 
other than the cash account ? 

Mr. Gross. Let me explain. There were about five branches of this 
bank in the United States. There was 1 in New York, 2 in California, 
1 in Honolulu, 1 in Seattle. I think that is all. In addition to the 
cash which we have received, and we may receive further cash because 
the California branches and the New York branches which are being 
liquidated by the superintendent of banks of these States under the 
supervision of our office, those liquidations have not yet been com- 
pleted, and we expect that we will receive some further funds from 
those liquidations when they are completed. 

In addition, we have also had turned over to us certain assets in 
kind, bills receivable and other things which at this time we can’t 
value. The value is not very great, because for the most part we 
don’t think the bills are collectible. That is the complete picture. 
T don’t think any of the banks—well, I am not sure. [ don’t think 
there is any real estate involved. At any rate, if there is, it probably 
Mir be liquidated by the superintendent of the bank, and we will 

‘ealize the cash proceeds. 

Senator Jounsron. What about stocks and bonds? 

Mr. Gross. I don’t believe there are any involved, sir. We may 
have received from various of the banks certain bonds which the 
banks held as collateral for loans. These bonds were either converted 
into cash by the banks or turned over to us and converted. 

Senator Jounstron. Turned into dollar cash ? 

Mr. Gross. Yes. They were for the most part Japanese dollar bonds 
which the Japanese Government agreed to service as a result of the 
negotiations I referred to previously. 

Mr. Woop. Your legal position now is this: That virtually this bank 
with the other two which we will discuss in a moment or two are in 
the hands of receivers, by reason of the devaluation of the currency ? 

Mr. Gross. No, sir. The reason they were closed was the advent of 
the war. This had nothing to do with any financial condition of the 
banks. 

Mr. Woop. T didn’t mean it that way. I mean by virtue of the 
devaluation of the currency you have a depreciated asset as it might 
relate to the dollar value of those claims back to when the deposits 
were made. It is an insolvent account. 

Mr. Gross. Yes; it is an insolvent account technically at the mo- 
ment because the total amount of the claims asserted against the 
account exceed the assets of the account. 

Mr. Woop. Therefore, are there any other assets that might go into 
this account in the nature of stocks and bonds or real estate which 
would increase the cash assets of the estate for the benefit of these 
credits ? 

Mr. Gross. Yes, sir; there are. I take it you mean into the account 
in the hands of the office. 

Mr. Woop. Yes, sir. 
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Mr. Gross. There are other assets but I am reasonably certain that 
on the basis of the figures which Mr. Creighton gave you, that is, if 
these claims were paid at the prewar rate, they would require $38,- 
750,000. I don’t believe that the account will ever reach that figure. 

Mr. Woop. What if anything has been done with these claims since 
the expiration date for filing claims in 19494 Have they been accu- 
mulated, awaiting processing, or what has been done with that / 

Mr. Cretenron. The claims—we have been gathering information 
on the claims since that time. We have been getting a list—we have 
been obtaining the records in Japan. We have been making the checks 
which the act requires us to make. And we have entered into a stipu- 
lation with the attorneys for approximately 3,000 of these claimants, 
the same attorneys represent 3,000 of these claimants. Based upon 
that stipulation the claims have been docketed for hearing before a 
hearing examiner of our office and he has set certain issues for hear- 
ing. 

The hearings are to start on October 20, 1955, in Los Angeles, Calif., 
and after the hearings are completed there, we will hold further hear- 
ings in San Francisco. 

After the hearings are completed in San Francisco, further hear- 
ings will be held in Washington. The reason for setting the cases 
for hearing in California is that the books and records of the branch 
banks which were located in San Francisco and Los Angeles are in 
the custody of the Banking Department of the State of California and 
the claimants want to examine those books and records. Also, they 
have some 35 to 50 witnesses that live in that area whom they desire to 
call to testify. 

Now the issues to be determined under this stipulation principally 
are two. The claimants maintain that the actual amount paid by these 
claimants for the yen certificates of deposit were never transferred to 
the home office of the bank and that therefore there exists a trust in 
favor of the claimant for the dollars which they paid for the yen cer- 
tificates of deposits. If that issue is decided against the claimants, 
then the issue is what is the proper rate of exchange to be applied in 
paying these claims in dollars 

Mr. Woop. The hearing you say will be on October 20, 1950? 

Mr. Creieuton. It will start then, sir. 

Mr. Woop. And as the law now exists, if claim is adverse to the 
claimant, they have a right to have it reviewed judicially. 

Mr. CreigHron. They have a right to have it reviewed judically 
when all of the claims against that one particular account have been 
processed and decided and a final schedule is filed. 

In other words, before any one of these people under the present 
statute can obtain judicial review a final schedule must be filed, listing 
all the claims that are allowed and the priorities assigned to them and 
a copy of that schedule served upon every claimant who has filed a 
claim against that partic ular bank. 

Take the Yokohama Specie Bank, for example, before anyone can 
seek judicial review, we must process and decide 8,627 claims and file 
a schedule with respect to all of those claims that are allowed and the 


priority assigned to them and served by registered mail upon each 
claimant a copy of that schedule. 
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Mr. Smirury. You say you are treating this as an insolvent 
account ? 

Mr. Cretcrron. We have to treat it as an insolvent account under 
the statute because the statute defines an insolvent account as an ac- 
count against which the total amount of claims filed exceeds the cash 
from which the claims can be paid. 

Mr. Woop. Now, Mr. Creighton, if you will go along, take the other 
bank; I assume the same situation prevails. 

Mr. CreicuTon. It is a little worse. 

Senator Jonnston. Have any of these claims been settled as yet? 

Mr. Creicuton. None of these yen certificate claims has been 
settled. No claims have been paid against the Yokohama Specie 
Bank because we have not reached the point where we can pay them 
under the statute. 

Now with respect to the Sumitomo Bank, we have seven dollar 
claims. Three of them are in our opinion priority claims under the 
statute. Four of them are nonpriority claims. The total value of 
those dollar claims is $304,542. We have 9,000 yen certificate deposit 
claims involving 66,767,218 yen. At the prewar rate of exchange the 
value of these yen certificate claims is $16,024,000. At the postwar 
rate of exchange the value is $185,464. We have cash in the account 
of the Sumitomo Bank as of June 30, 1955, of $1,272,608. The same 
rate of exchange, of course, applies. In other words, a thousand yen 
at the prewar rate of exchange will equal approximately $234,000. A 
thousand yen at the postwar rate of exchange would equal approxi- 
mately $3. If all the claims were good and were paid at the prewar 
rate of exchange, we would pay a dividend upon the claims of approxi- 
mately 7 percent. 

Mr. Woop. The issue, you say, may be determined at the hearings 
so far as your office is concerned ? 

Mr. CreitcHron. It will be determined when that decision becomes 
a final decision of the Office under our rules. It won’t be determined 
in my opinion within the next few months. 

Senator Jounsron. You have cash in the accounts more than enough 
to pay them at the postwar rate of exchange ? 

Mr. CreicuHton. Yes, sir. 

Senator Jounston. But not enough to pay them at the prewar rate 
of exchange? 

Mr. CreicHton. That is correct, Mr. Chairman. 

Mr. Woop. How long will those hearings take ? 

Have you made any estimate of time ? 

Mr. Creicnton. I assume the hearings will take at least 10 days 
in Los Angeles, maybe a little longer, and probably 4 or 5 days in San 
Francisco. 

I do not know how much time will be taken by each witness, how 
detailed the examination of the books and the testimony of the officers, 
the employees of the superintendent of banks of California will be. 

Mr. Woop. Has any effort been made by your Office to compose the 
differences between the specific claimants in order to reach a compro- 
mise settlement with them ? 

Mr. Creicuron. It is our opinion that we cannot have a compromise 
settlement under the Trading With the Enemy Act with respect to a 
claim. There is no authority to settle. 
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Mr. Woop. Now will you take the German claims. Have you fin- 
ished with the Japanese claims ? 

Mr. Creiguton. Yes. 

Senator Jonnston. Have you an estimate of the cost of filing these 
claims from the filing of the claims up to the present date / 

Mr. CretcuTon. I don’t have that. 

Senator Jounstron. I think it would be well to have that in the 
record to have the full picture. 

Mr. CreigHtTon. I am not a cost accountant, and I don’t know 
whether I can furnish you any figures that have any validity as to 
what it has cost to process these claims up to this time. 

I want to be perfectly frank with you. We have had 1 or 2 attorneys 
from time to time who devoted practically their exclusive time to this. 
Under the statute we have had to call upon the FBI to make a name 
check with respect to each and every one of these claimants because the 
statute says we may not pay a debt claim with respect to people who 
have been convicted of certain crimes. So we must make a check upon 
each one. We have had our people in Japan go into the records of the 
Yokohama Specie Bank. We have gotten copies of their records over 
there to show in whose names the certificates were registered. 

Eventually each one of these people will have to present the original 
certificate of deposit ; and, if they were not the person to whom the cer- 
tificate was isued, they are going to have to establish that they are the 
bona fide successor in interest of that certificate. 

I am saying to you that if these certificates are payable, as I think 
without a doubt they are, at the postwar rate of exchange, it will cost 
the Government more to process each claim than claimant will get 
out of it. 

Mr. Woop. Mr. Creighton, just one further question and I will be 
through. Has any effort been made to simplify the issues in your 
hearing to the main issue of the value of the yen certificates or the 
German reichsmark certificates as of the date of the vestment to sup- 
port your contention as regards the contention of the claimants? 

Mr. Cretanron. I think that is what we have done in this stipulation. 
That is all this hearing examiner is going to hear at this time. All the 
other issues with respect to whether these people are the proper claim- 
ants are reserved, and we are trying to get that one issue determined. 

Senator Jounston. One general i issue out of the way and then you 
will take up the other. 

Mr. Creicutron. Then we will take up the other matters. 

Mr. Woop. And will it take you 10 days to determine that 1 simple 
issue? Yousaid you would be 10 days in ‘Los Angeles. 

Mr. Creicuton. The claimants maintain, and we also, that the 
manner of conducting the banks and their operations and their pro- 
cedures when they sold these yen certificates of deposit have a bearing 
upon whether or not they were a true and firm yen obligation payable 
in Japan. In other words, they desire to impeach the certificate of 
deposit to show that the contract as set forth in the certificate of 
deposit was not the true contract that was made. 

And they also desire to show, I understand, that in reality the branch 
banks may have been dealing in these certificates for their own account 

rather than for the account of the parent company in Japan. 

Mr. Woop. How, asa matter of law, do you consider they may be able 
to alter the certificate of deposit, the yen certificate, the language ? 
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Mr. Cretauron. Mr. Wood, I don’t think, as a matter of law, they 
can. That is my opinion. 

Mr. Woop. How, as a matter of law, could the custom of dealing 
alter the written contract between the bank and the depositors? 

Mr. Creieuron. I don’t think it can. But I am not the attorneys 
for the claimant. They take that position. They are entitled to a 
hearing upon that issue. 

Senator Jounston. Your position is that you are just giving them 
their day in court ? 

Mr. Cretcnton. I am giving them the day in court, which I think 
the Administrative Act requires them to get and the rules of our 
Office require them to get. I can’t control what evidence the hearing 
examiner will let in. 

Mr. Smirney. With your permission, Mr. Chairman, I would like to 
offer for the record at this time a copy of the statement which accom- 
panied the legislation when it was first proposed to the Vice President 
of the United States and ultimately referred to the Committee on the 
Judiciary. Thatisacopy. The original is in the files of the Judicary 
Committee. I think that contains a few more facts in addition to the 
statement of Mr. Gross. 

Senator Jounston. It also includes a copy of the bill. That is 
already in the record. We can detach that and say the bill is already 
inserted. This will be put into the record as exhibit B. 

(The document referred to is as follows :) 


ExHIBiIt B 
JANUARY 24, 1955. 
The VICE PRESIDENT, 
United States Senate, 
Washington, D. C. 

Dear Mr. Vice PresipeNtT: The Department of Justice recommends the enact- 
ment of legislation to remove from the debt claims payable under the Trading 
With the Enemy Act all nonpriority claims based on obligations of foreign 
governments and all claims based on obligations expressed or payable in any 
currency other than currency of the United States or the Philippine Islands. 

The Trading With the Enemy Act provides that the proceeds of vested property 
shall be applied to the payment of debts which the former owners of such property 
owe to citizens and residents of the United States and the Philippine Islands. 
(50 U.S. C., App. 84.) It provides, however, that certain debt claims shall not 
be allowed. This proposed legislation would add to the categories of disallowed 
debt claims (1) those which are based on obligations asserted against foreign 
governments, their political subdivisions, agencies or instrumentalities (except 
for a small number of priority claims), and (2) those debt claims which are 
based on foreign currency obligations. 

It is estimated that 75 percent of the debt claims presently pending with the 
Office of Alien Property fall within the two categories to wiich this legislation 
is directed. It becomes obvious, therefore, that the enactment of this legislation 
will constitute a long forward step toward bringing the activities of the Office of 
Alien Property to completion. 

The records of the Department of Justice indicate that approximately 11,000 
claims fall in the first of the 2 categories to be affected.- In those cases it is 
clear that the vesting of the debtors’ property in no way prejudiced the rights 
of the affected creditors for in the absence of any vesting action the legal doctrine 
of sovereign immunity from suit would have prevented the creditors from en- 
forcing their claims against the foreign governments involved. Furthermore, 
it is clear that the amounts available for the payment of these claims are wholly 
inadequate to pay more than a token amount on any of the claims involved. For 
example, the funds available to pay debt claims against the Japanese Government 
total less than $1,500,000. Against this amount, there are 4,794 claims filed seek- 
ing payment of a face amount in excess of $159 million. The German Govern- 
ment account has filed against less than $1,500,000 more than 3,440 claims in face 
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amount exceeding $670 million. In both instances, since the charges for 
processing the claims are paid from the vested property before payment is 
made on such claims, it is obvious that only a fraction of 1 percent of the 
amount claimed can be paid. In fact, the costs of determining the validity of 
each of the claims, and the eligibility of each claimant, will exceed the amount 
payable on most of these claims. Finally, most of the 11,000 claims are on 
bonds of the enemy governments, and the rights of these bond claimants have 
been the subject of recent negotiations with the German and Japanese Govern- 
ments, as a result of which detailed refunding arrangements have been effected. 
Consequently, the American bondholders will have adequate opportunity to en- 
force their rights against the real obligors, without the necessity of Government 
intervention. Each such bondholder will shortly be able to liquidate the bond 
obligation through normal trading procedures on established exchanges. 

In category of claims based on obligations expressed or payable in foreign 
currency, there are approximately 21,000 such claims. Of these, 17,500 arise 
from yen certificates of deposit issued by the Yokohama Specie Bank, Ltd., and 
the Sumitomo Bank, Ltd., which are banking corporations organized under the 
laws of Japan. The yen certificates for the most part represent purchases of 
currency to be held in the Japanese home office or branches of these two large 
banks. The certificates evidencing the purchases expressly provide for payment 
of the obligations in yen in Japan. These obligations are still in good standing 
and may be presented and collected according to the terms of the contract from 
these banking institutions at their branches in Japan. By such action the holders 
of the certificates may secure the full amount of the yen which they purchased 
at the time of the original transaction. 

As a result of the war and postwar devaluation, it may be estimated that 
an average payment of less than $25 per claim will be made on these obligations, 
since the current rate of conversion of the yen to dollars is 360 to 1, as against 
the 4 to 1 that prevailed before the war. In each of these cases, it is necessary 
to process the claim to determine its validity and to determine what, if any, 
payments have been made in Japan on the obligations. At the same time, the 
eligibility of claimants must be determined. Consequently, the costs of process- 
ing these claims will, in almost every instance, far exceed the amount which is 
payable to the claimant if his claim is allowed. A similar situation exists with 
respect to the remaining foreign currency claims, which are principally reichs- 
mark obligations of banks or steamship companies in Germany. 

There is attached for your consideration a draft bill which would effectuate 
this recommendation. 

The Bureau of the Budget has advised that there is no objection to the 
submission of this recommendation. 

Sincerely, 
HERBERT BROWNELL, Jr., 
Attorney General. 

Mr. Smiruey. Mr. Chairman, a very pertinent factor that I could 
not find in Mr. Gross’ statement, nor have I heard discussed here this 
morning, is the citizenship status of these claimants. Would you re- 
late that for the record ? 

Mr. Gross. The yen certificate of deposit claims? 

Mr. Smiruey. Yes. 

Mr. Gross. I believe they may fall into either of two categories. 

I would say they might be either Japanese citizens resident in the 
United States or American citizens of Japanese origin resident in 
the United States, for the most part. 

Mr. Smirney. Do you know into which category the majority falls? 

Would the majority of them be American citizens of Japanese 
descent ? 

Mr. Gross. I will have to pass that to Mr. Creighton. 

Mr. Cretenton. I have no idea. Under the debt-claim statute they 
must have been citizens or residents. I would say the majority of 
them may be citizens of the United States. 


69089—56——-3 
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Mr. Smiruey. Whatever rights we are taking away are rights which 
belong to citizens of the U nited States. 

Mr. CREIGHTON. Rights which belong to citizens of the United States 
or rights which belong to persons who were then residents in the 
United States and were not classified as enemies under the Trading 
With the Enemy Act. 

Mr. SmrrHey. These claims have been pending from at least 1949? 

Mr. Gross. That’s right. 

Mr. Smirney. What has prevented the determination of this pri- 
mary issue during that period between 1949 and 1955, sir? 

Mr. Creieuron. Well, I don’t know. I took over the claims pro- 
gram, became Chief of the Claims Section in July of 1951. Shortly 
after I became Chief of the Claims Section, Mr. Thomas Carolan who 
represents the 3,000 claimants that I referred to came in to discuss the 
matter with me. 

We have had frequent discussions since that time and I told him my 
views, and the problem that we have. We started then to try to work 
out a stipulation under which we could get these main issues framed. 

There has been some dispute about it and discussion about it. Mr. 
Carolan had correspondents in California which he had to consult. 
We had to obtain certain additional information. We desired to 
discuss the matter and get statements from people who were familiar 
with the operations of the bank and we had other work to do also. I 
don’t believe that Mr. Carolan would say that there has been any 
delay upon the part of the Office of Alien Property since July 1951 
in arriving at this stipulation. 

We have moved along as quickly as we could under the circum- 
stances, taking into consideration the great number of other matters 
which we had to attend to. 

Mr. Smirnuey. I take it that you would be willing to say, then, that 
at least time, money, and effort. have been expended both on the part 
of the Government and on the part of the claimants to resolve this 
issue ¢ 

Mr. CreicutTon. There is no question about that, sir. 

Mr. Smiruey. The solution which is proposed here is actually only 
one of a number of solutions which were proposed by you at hearings 
conducted by the predecessor to this subcommittee, in 1953; is that 
correct / 

Mr. Creicuton. That is right, sir. 

Mr. Smirney. Mr. Chairman, for purposes of the record, may I 
simply incorporate his proposals by reference, citing the page and 
the hearing at which they can be found? 

Senator Jonmnston, That is admitted at this time and so inserted 
into the record. 

Mr. Smiruey. I don’t think it will be necessary to reprint them in 
this hearing. 

Senator Jounston. No; just refer tp it so we will have it for the 
information of the committee. 

Mr. Smirury. They appear in the hearings, part I, conducted in the 
83d Congress, 1st session, on the examination and review of the admin- 
istration of the Trading With the Enemy Act, pursuant to Senate 


Resolution 245 and the successor resolution, appearing on pages 150 
through 162. 
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Now, Mr. Creighton, as I indicated, this was only one of the solu- 
tions which you presented to the subcommittee at that time, as I recall. 

Mr. Cretenron. That is correct. 

Mr. Smiruey. This one would have the effect of eliminating entirely 
these claims, although there have been considerable sums of money and 
time and effort expended in their presentation. 

Mr. CreicHrTon. I assume that 1s so. 

Mr. Smirney. Did you not submit to the subcommittee in prior ses- 
sions amendments which would not have been so drastic in their effect 
on the claimants and which might have assisted you in the determina- 
tion of your administrative problem ! 

Mr. CreicHron. If you are speaking of the so-called foreign-cur- 
rency claims, I think that is correct, Mr. Smithey. 

Mr. Smiruey. I am speaking entirely of those. I have confined all 
of my questions thus far to the second clause of this particular bill 
which relates to foreign currency questions. 

Mr. Creteuron. If I understand you, Mr. Smithey, you are not 
talking about any legislation that has ever been introduced into the 
Congress. You are merely talking about the suggestions I made. 

Mr. Smrruey. I am talking only about your recommendations. I 
would like to get before the subcommittee, if we could, any other pro- 
posals which would aid you in solving your administrative problem, 
without taking away the entire rights of the claimant which were 
established in 1946 and on which he has acted since that time. 

One of the procedures you suggested was an appeal prior to the final 
determination. 

Do you still see that as an aid to your administrative problem 4 

Mr. Creitcuron. I feel quite confident that if some such procedure 
could be worked out and you could change the statute with respect 
to the type of service that we would have to make upon all claimants 
so that upon certification by our office of some sort, after there 
has been one issue determined, the claimant could appeal to the 
court upon that narrow issue, certainly, it would help us greatly in 
our administration of the act. 

But it would still entail a great deal of work. 

Mr. Smirney. Now, would you personally favor a proposal which 
would eliminate the requirement that each debt claimant receive writ- 
ten notice of the schedule of fees and substitute in place of that perhaps 
notification in the Federal Register generally, if there were more than 
500 claims say, against the property involved 4 

Mr. Creicutron. I would say if there were more than a hundred 
claims. 

Mr. SmirHey. More than a hundred claims. Would you favor 
that? ; 

Mr. Creicuton. I certainly would if we can’t get the present bill. 

Mr. Smirney. That again would cut down the cost of your admin- 
istration ¢ 

Mr. Creiguton. A great deal. 

Mr. Smirney. A moment ago you spoke not for the record but. to 
me and indicated that you had some fect 3 figures to present with 
respect to the Japanese claimants. 

Mr. Creicuron. Yes, sir; the other account against which the yen 
certificates of deposit are filed are the Mitsui Bank, Ltd. We have 
5 dollar claims filed against that bank. 
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Two of them in our opinion are priority claims and three are non- 
priority claims. The total value of the dollar claims are $1,130,858. 
Of course, these dollar claims would not be affected by the proposed 
legislation. We have 87 yen certificate claims, which at the prewar 
rate of exchange have a value of $570,355. 

At the postwar rate of exchange they have a value of $6,026. We 
have cash in the account of Mitsui Bank, Ltd., as of June 30, 1955, 
$33,625.95. I have not attempted to compute the percentage that 
would be paid if all these claims were good, because it would be infini- 
tesimal as you can see. There is $33,000 in the account and claims 
against it amount to $1,600,000. 

Mr. Woop. Now will you take up the German claims and give us 
the character of the certificates of deposit or express money orders 
or shipping tickets out of which they arise, Mr. Creighton? 

Mr. CreicHton. With respect to the German Government, we had 
pending as of August 31, 1955, 900 claims. Of those 900, 750 of them 
are dollar-bond claims and the amount of the claims are approxi- 
mately $50 million. 

We have 150 foreign-currency claims and the amount claimed in 
those 150 claims is approximately $16 million. We have in the ac- 
count of the German Government cash available for the payment of 
claims of approximately $1,750,000. Now then, we have filed against 
the subdivisions of the German Government, municipalities, et cetera, 
700 dollar-bond claims, claiming approximately $2 million. 

Now those 700 claims are against approximately 50 different ac- 
counts, all of which are insolvent. I don’t think any of the accounts 
would pay over 10 percent. I have not broken them down and I can’t 
give you just what accounts they are, but they are bonds that were 
issued by the municipality of Bremen or Hamburg, et cetera. 

Mr. Woop. Virtually the same issue of law and fact relate to the 
German claims as relate to the Japanese claims; is that right? 

Mr. CreicHtTon. With respect to your foreign currency claims and 
your dollar claims, that is right, sir; that is correet. 

" Mr. Woop. Has any date been set for any hearings to determine 
the issues so far as the German-American claimants have against the 
funds? 

Mr. Crercuton. We have not had any contest with respect to those 
yet, sir. 

Mr. Woop. Have any been paid? 

Mr. Cretcuton. We have paid some foreign currency claims; yes, 
sir—not against the German Government but against some private 
German corporations. 

Mr. Woop. Are there now claims pending for adjudication in your 
office with respect to the balance of those ? 

Mr. CretcHtron. We have not had any contest on the Germans 
at all. 

Mr. Woop. Are there any claims pending in your office for further 
adjudication in that respect? 

Mr. Creicnton. Yes, sir; I told you that against the German Gov- 
ernment and subdivisions we have 1,600 claims still pending. Of 
course, as you know the same procedures have to be followed with 
respect to those claims that have to be followed with respect to the 
others. The account is insolvent. We have to process all the claims 
before we can pay any of them. 
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Mr. Woop. If the issue as a matter of law is decided in your favor 
judicially on the Japanese claims I take it you would take that as a 
precedent for the settlement of the German claims? 

Mr. CreigutTon. You mean on the proper rate of exchange? 

Mr. Woop. Yes, sir. 

Mr. CreieutTon. Yes, sir. 

Mr. Woop. Have you finished ? 

Mr. Creicuton. Yes, sir. 

Mr. Woop. You have stated for the record also the number of those 
claims 4 

Mr. Cretanton. Yes, sir; against the German Government and the 
subdivisions. We also have with respect to foreign currency claims, 
approximately 900 foreign currency claims filed against German 
banks and other business entities in Germany. There are approxi- 
mately 20 separate accounts against which these 900 claims are filed. 

They generally are for deposits, mark deposits which the claimant 
had in a German bank or are based upon securities or marks which 
were in those banks and which pursuant to the discriminatory laws 
of Germany were turned over to the German Government. But the 
claims are made against the banks which turned their funds over 
pursuant to an order of the German Government to the German 
Government. 

Senator Jonnston. I can imagine a lot of those banks are probably 
insolvent today. 

Mr. CretcutTon. They are all insolvent accounts under the act. All 
of these accounts are insolvent based upon the claims that are filed, 
because they are all claiming the prewar rate of exchange of the 
German mark of approximately 40 cents per mark. As you will 
recall, there was a monetary reform law enacted by Germany, where- 
by the reichsmark went out of existence and the deutschemark was 
created. 

Under that monetary law any person who had a hundred reichs- 
marks on deposit in the German bank on the revaluation of that ac- 
count received approximately six and a half deutschemarks. So a 
claim for a hundred marks at the postwar rate of exchange in the 
new deutschemark would amount to about $1.40 instead of $40. 

In my judgment, as a matter of law no one can sustain the position 
that he is entitled to the recovery of his bank deposit at the rate of 
exchange of the reichsmark because there is no longer any reichs- 
mark and our own occupation authorities approved this monetary 
reform law and everybody, German, American, or any claimant is in 
the same position. 

Senator Jounston. Your contention is that it has to be at the ex- 
change rate of the deutschemark ? 

Mr. Creicuton. That has to be as a matter of law. In the few 
claims we have processed with respect to these we have been able to 
convince the claimants that that is true. Some of them we can’t con- 
vince, and we will have to go to hearing on it. 

Mr. Woop. Can you furnish for the record a sample certificate of 
one of these yen deposits? 

Mr. Gross. Certainly. 

Mr. Woop. In the Japanese and in accordance with your conten- 
tion the English translation ? ‘ 
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Mr. Gross. Yes, sir. 
’ 
(The document referred to is as follows:) 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., October 26, 1955. 
Hon. Ouin D. JOHNSTON, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Committee on the Judiciary, United States Senate, 
Washington, D. C. 


Dear SENATOR JOHNSTON: During the course of the hearings which you held 
on September 29, 1955, with regard to S. 1146 the representatives of the Office of 
Alien Property were requested to submit samples of yen certificates of deposit 
issued by American branches of Japanese banks prior to December 7, 1941. 
(See p. 39 of the stenographic transcript of the hearings.) In accordance with 
that request there are attached the following: 

(1) A photostatic copy of a yen certificate of deposit issued by the Los Angeles 
agency, San Francisco branch of the Yokohama Specie Bank, Ltd. This certifi- 
cate bears its own English translation. There is also attached to the copy of the 
certificate a translation of the Japanese writing which was prepared at the 
request of the Office of Alien Property for its use in claims proceedings. 

(2) A specimen copy of a receipt, marked “Specimen B,”’ issued by the 
Sumitomo Bank, Ltd., Los Angeles branch, together with a translation of that 
receipt. 

(3) A specimen copy, marked “Specimen 2,” of a yen certificate of deposit 
issued by the head office of the Sumitomo Bank, Ltd., together with a transla- 
tion thereof. 

Sincerely, 
WILLIAM P. Rogers, 
Deputy Attorney General. 


[Translation of Document No. Cl 46512] 


CERTIFICATE NO. 20283, ror ¥1,000, IssuED py Los ANGELES AGENCY, SAN FRAN- 
cisco BRANCH, YOKOHAMA SPECIE BANK, LTtTp. 


To No. 20288 (Non-Negotiable) 


CERTIFICATE 

1—¥ 1,000.00. 

However : Interest at 3.3 percent per annum. 

The foregoing sum has been remitted to our Head Office, Yokohama, to be 
placed on Fixed Deposit there for six month to December 20, 1938, subject to 
the conditions stated on the back hereof. 

Both principal and interest are payable to you, when due, at the said office, 
upon surrender of this certificate. 

Dated June 20. 19388. 

YOKOHAMA SPECIE BANK, Ltp., 
San Francisco Branch, Los Angeles Agency. 
(Signature and seal illegible), 


Assistant Manager. 
To: Yoshiko Matsuoka. 


[Transation of Document No. Cl 46512] 


CONDITIONS OF FIxep Deposit PRINTED IN JAPANESE ON THE BACK OF FIXED 
Deposit CERTIFICATE No. 20283 oF THE YOKOHAMA SPECIE BANK, LtTp., SAN 
FRANCISCO BRANCH 


CONDITIONS OF FIXED DEPOSIT 


1. Interest will not be calculated on fractions of a Yen. Also, some interest 
may be given on deposits after maturity, depending on the circumstances and at 
the discretion of the Bank. 


2. If the Depositor wishes to renew this Certificate at maturity, it must be 
presented at the Bank properly endorsed and/or sealed as when demanding pay- 
ment thereof, and a new Certificate wil] then be issued, including principal and 
interest. 
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3. At the time of making a deposit, the Depositor should file with the Bank a 
specimen seal. At maturity, if the Depositor will sign and seal on the space 
provided at the left and request payment of the principal and interest, the Bank 
will pay upon comparison and identification of the seal. The Bank will not 
assume any responsibility whatsoever, after payment has been made under such 
procedure. 

4. Should this Certificate be lost, destroyed by water or fire, or stolen, the 
Depositor should immediately notify the Bank stating the name of the issuing 
Branch, the number, the date of issue, the amount, and also full particulars con- 
cerning the circumstances of the loss or theft. If the Bank deems it necessary, 
it will advertise in the newspapers and failing to recover the Certificate after 
lapse of three months, it will issue a new Certificate for the principal and in- 
terest less advertising and other incidental expenses, after receipt of collateral 
or written guaranty signed by two or more acceptable persons. 

5. Should the Depositor’s seal, a specimen of which has been filed with the 
Bank, become lost, a specimen of the new seal, together with a public certifica- 
tion thereof, should be filed with the Bank as soon as possible. 

6. Anything pertaining to this deposit should be in accordance with and gov- 
erned by the laws of Japan. 

Receipt is acknowledged of the face amount of principal and interest thereon. 

BMOWE ne ON heir 5 eee Day. 


[Translation] 


OVERSEAS FIxep Deposit CERTIFICATE 


Term: 6 months 
Date Due: day month year of Showa 
Interest rate: per year 
We certify that we have received the above-mentioned amount of money as 
oversea fixed deposit subject to the promises on the back of this certificate, and 


that we will pay the amount with the interest added on the above-mentioned day 
of maturity for this certificate. 


day month year of Showa 
BUSINESS SECTION, HEAD OFFICE, 
OsaKA BANK Co., Lip. 
WO? BOlG ascdccskn cheno cenuie 
[Reverse] 
CONDITIONS 


1. This deposit will never be drawn out before the day of maturity mentioned 
back without an approval of our company. 

2. This is the certificate only issued for one living overseas, therefore the same 
will be turned back to our company when he is back in Japan, and then we 
will rewrite this into an ordinary fixed deposit certificate. 

3. In case this certificate is lost, stolen, and so on, the depositor will give us 
the details of the matter, amount of deposit, date of deposit, number of certificate, 
and so on as quick as possible. Then we, after taking necessary procedures for 
it at the depositor’s expense, will pay the amount with the added interest or 
make a new certificate for it. 

4. Depositors are requested to give us previously 2 sheets of seals and signa- 
tures which are to be used for receiving the deposit, and in case the depositor is 
to draw out the amount with added interest the seal and signature or hand- 
writing will be put on the blank of the left of the back for requiring the money 
paid back. 

5. It is very important to get our agreement when depositor is to sale this 
certificate to another person or to give this in pawn. 

6. In case we recognize the seal and signature which were put for receiving 
the deposited amount with added interest same as the ones which have pre- 
viously been submitted to us, we, not regarding by whom these sealing and sign- 
ing were made or by whom the certificate was brought or whether it is before 
or after maturity, have to accept it effective and pay for it. 

In that case our company will not responsible at all for any trouble to be 
paused thereafter. 
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ei 1. i BE ed 
No 
We. have received the above amount of money which we will 
remit for you in accordance with the conrlitiags written below 


The deposit certificate will be sent to you from Japan. This is merely 


a receipt and is not negotiable. 
Particulars of remittance ~ 


1. To what bank in Japan. 
2. Term. 


3. Rate of Interest 
Beit 


THE SUMITOMO BANK, LTD., 
LOS ANGELES BRANCH 
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Mr. Cretguton. May I ask a question here? 

Senator Jounston. Yes, sir. 

Mr. CreicHton. I want to be perfectly frank with the committee. 
There were different kinds of yen certificates of deposit and we will 
try to furnish you the ones that were issued by the Yokohama Specie 
Bank and the ones issued by the Sumitomo Bank. 

Mr. Woop. Just the two; I’m sure that if you can do that it will be 
helpful to the committee in its consideration of the bill to have a 
sample of these certificates of deposit in the record. 

Senator Jonnston. When the people purchased these did they give 
American dollars? 

Mr. CreicHtron. Pardon ¢ 

Senator Jonnston. At the time they secured the certificates did 
they give American dollars? 

Mr. CreicHton. Practically all of these claims are based upon yen 
certificates that were issued against the payment of dollars. 

They took so many dollars to the California branch of the Yoko- 
hama Specie Bank and opened up what was known as a fixed deposit 
in the Bank in Japan. They paid dollars and received a yen certifi- 

cate of deposit based upon the rate of exchange existing upon the day 
in which the purchase of the certificate was m: ade. 

Mr. Smiruey. Mr. Chairman, may I ask one further question of 
Mr. Creighton ? 

Mr. Creighton, if this avenue of recovery under section 34 is denied 
these citizen claimants, what other avenues are available to them for 
recovery ¢ 

Mr. CretcHton. Each and every one of these persons or the bona 
fide holder of a yen certificate of deposit can present that to the bank 
in Japan which issued it and get the number of yen that it calls for 
at the postwar rate of exchange. 

Now then, I do not say that he can convert those yen into dollars and 
transfer the dollars to the United States because of the so-called cur- 
rency controls in Japan. Whether they would permit that to be con- 
verted into dollars or not I seriously doubt. Certainly not all of it. 

Mr. Smirney. As a practical matter, is there any prospect of re- 
covery if this avenue is denied to these citizen claimants because of 
these exchange restriction laws? 

Mr. CreigHron. You mean recovery in dollars? 

Mr. Smiruey. Recovery to the point that they can get the money 
in this country in dollars. 

Mr. Creicuron. I can’t speculate. I don’t know what the economy 
of Japan will be a year from today or 2 years from today. As you 
know, the currency controls in every country change from day to day, 
depending upon the economic condition of that countr vy. 

Mr. Smiruey. What would your answer be as of today ? 

Mr. Creicnton. As of today they could not do it as a general rule. 
There may be some exceptions made but, as a general rule, they 
would be denied; that is my best opinion. But I can’t speak for the 
Japanese authorities. 

Senator Jounsron. In the overall problem, Mr. Creighton, the 
position of the Office of Alien Property is that these depositors were 
trading in foreign currencies at the time they made these deposits ? 
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Mr. Creientron. That is right, and they assumed the risk of the 
fluctuations in the market, and the ‘y sent the money into the economy 
of Japan. 

Senator Jomnston. They were just using American facilities to 
expedite it ¢ 

Mr. Creicuton. That is right. 

Mr. Gross. They also took the risk of the current Japanese exchange 
controls which might not permit them to convert these present yen 
into dollars. 

Mr. Woop. Did you want to say anything ¢ 

Mr. Creteuton. No, sir. 

Mr. Woop. Have you any further witnesses in substantiation of the 
position of the Dep: irtment ? 

Mr. Gross. No, sir. 

Mr. Creicuton. I want to mention one other group of foreign-cur- 
rency claims which are pending. Those are claims against certain 
German shipping companies. We have approximately 1,100 of those 
claims, where people bought passage for marks. We think those are 
all probably priority claims, and the only thing you have is the 
question of the rate of exchange. 

But because we have 1,100 of those claims and the fact that a great 
number of the people are not willing to accept the payment at the 
postwar rate of exchange and the revaluation of reichsmarks we have 
been unable to finally dispose of these claims and file a final schedule. 
There are some dollar claims pending against the steamship com- 
panies for services rendered by attorneys and things of that sort who 
are giving us a hard time because they don’t get their money, but we 
have not been able to file the final schedule because of these issues in- 
volved. 

Senator Jounston. Any further questions? 

Mr. Smituey. No, sir. 

Senator Jounston. Mr. Creighton and Mr. Gross, we thank you for 
coming before us and answering these questions. 


TESTIMONY OF THOMAS H. CAROLAN, ATTORNEY, 
WASHINGTON, D. C. 


Senator Jonnston. Raise your right hand, please. Do you swear 
that the evidence you give before this subcommittee will be the truth, 
the whole truth, and nothing but the truth, so help you God ? 

Mr. Caroxian. I do. 

Mr. Carotan. My name is Thomas H. Carolan. My offices are 
821 15th Street NW., W ashington, D. C. 

Senator Jounston. You are in the private practice of law / 

Mr. Caronan. I am. 

Senator JouNston. You were formerly connected with the Office of 
Alen P roperty 

Mr. Carotan. I was not. I never have been. 

Senator Jounston. Alien Property Custodian / 

Mr. CaroLan. No. I was at one time with the United States Treas- 
ury Department for 314 years. 

Senator Jounsron. In what capacity ¢ 

Mr. Carotan. General Counsel’s Office, assigned to foreign funds 
control matters. 
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Senator Jounston. Foreign funds control. Just what does that 
cover ¢ 

Mr. Carotan. In 1940, by Executive Order 8389, this Government 
blocked the funds of various nationals starting with Holland and 
Norway to prevent the conqueror or the invader from getting transfers 
of the funds held by those people in this country. 

It was then extended to Germany and Italy and other countries 
as the war progressed. 

Mr. Woop. Have you a statement, Mr. Carolan, to make in addition 
to your submission by way of interpolation ? 

Mr. Carouan. I have 1 or 2 things that I would like to interpolate. 

Mr. Woop. Fine. Do you want to do that prior to the submission 
of your statement or would you rather do it subsequent to the sub- 
mission of your statement / 

Mr. Carotan. I would like to do it subsequently. 

Senator Jonnsron. Proceed in such manner as you desire. 

Mr. Carotan. Mr. Chairman, I have given my name. I am asso- 
ciated with the law firm of Gitelson, Ashton, Moore & Coyle, of Los 
Angeles, Calif. (formerly Knight, Gitelson & Ashton), in the repre- 
sentation of 3,844 clients who have claims pending with the Office of 
Alien Property. 

Our claimants, whose claims total $6,448,315.77, may be adversely 
affected if section 34 of the Trading With the Enemy Act be amended 
as proposed by S. 1147. 

Our nati to the proposed amendment is to the last clause of 
section 1 thereof, reading as follows: 

* * * or if it is based upon an obligation expressed or payable in any cur- 
rency other than currency of the United States or the Philippine Islands— 
and to all of section 2 as now written. 

It has been estimated that the enactment of legislation similar to 
S. 1147 would eliminate about 32,000 claims now pending before the 
Office of Alien Property. Included in these 32,000 claims are about 
17,500 claims asserted against the assets of the Yokohama Specie Bank, 
Ltd., and the Sumitomo Bank, Ltd., Japanese banks. 

From testimony heretofore given on similar proposed legislation 
and statements made by proponents in support thereof, it would ap- 
pear that it was intended that the language: 

No debt claim shall be allowed * * * if it is based upon an obligation ex- 
pressed or payable in any currency other than currency of the United States 
or the Philippine Islands— 
would, if adopted, eliminate the seventeen-thousand-five-hundred-and- 
some-odd claims against the said Japanese banks pending with the 
Office of Alien Property. 

Included in this group of 17,500 claimants are our 3,844 clients 
who, relying on the provisions of the Trading With the Enemy Act, 
as amended, prior to November 19, 1949, filed their claims with the 
Office of Alien Property. 

Our claims arose in the following manner, and we believe that facts 
with respect to our claims apply generally to almost all of the balance 
of the group of 17,500 referred to above. 

For many years prior to World War II, the Yokohama Specie 
Bank, Ltd., and the Sumitomo Bank, Ltd., Japanese banks whose 
assets were vested by the Office of Alien Pr operty, maintained 
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branches in the United States in the States of California and 
Washington. 

Our claimants, from time to time during the last 50 years up to 
the time of World War IT, deposited dollars in these Japanese banks 
in the United States. The claimants or depositors at the time they 
deposited dollars were given instruments by the branches of the Japa- 
nese banks in the United States written in the Japanese language 
reciting that they had on deposit a spec ee number of yen. 

The ‘deposits bore interest at the rate of 3.5 percent per annum, or 
more. 

If the depositor desired to have his funds returned to him, he pre- 
sented his receipt to the Japanese bank in the United States where he 
had made his deposit and he was promptly, then and there, paid back 
in dollars the amount of his deposit plus accrued interest. 

The amount of yen or dollars at the time of deposit or withdrawal 
was computed by using the rate of exchange prevailing between the 
two currencies on the dates in question. 

Our claimants, all of Japanese ancestry, and most of them United 
States citizens, relied upon this method of accumulating their savings. 
Our claims are based upon obligations of the Japanese banks to repay 
in dollars in the United States those who had made such deposits as 
evidenced by the written instrument sometimes called a yen certificate 
of deposit, reciting in Japanese the existence of a deposit in terms of 
yen. 

After payment of practically every other American creditor except 
our clients and those similarly situated, the Office of Alien Property 
still has a cash balance on hand as of June 30, 1955, as a result of the 
vesting of the two named Japanese banks, the sum of $15,640,358.52. 

In addition to this cash item, the Office of Alien P roperty has mil- 
lions of dollars of accounts receivable, reserves and securities which, 
when liquidated and reduced to cash, may increase the cash amount 
held by it as a result of vesting of the assets of the two banks to a sum 
in excess of $25 million. 

Whether the estimate of $25 million is too high or too low can be 
determined by a thorough examination of the pertinent records at the 
Office of Alien Property. The United States assets of the two named 
banks, running into many millions of dollars, were available for vest- 
ing because our claimants, United States residents and, for the most 
pe wrt, United States citizens, and others simil: arly situated, for many 
years had been depositing their hard-earned dollars in the United 
States branches of the vested banks. 

The Office of Alien Property having taken all of the assets of the 
two banks in the United States, the only practical legal remedy which 
our clients have is to assert their claims against and participate in such 
funds. And this legal remedy S. 1147 may extinguish. 

The Claims Section of the Office of Alien Property contends that 
our claimants are yen depositors in the banks in Japan, and that the 
claims should be allowed in dollars at the current rate of exch: ange, 
which is approximately 360 yen to the dollar, or about one eighty- 
fifth or slightly over 1 percent of the value prior to the war. 

It is our position that the banks, neither at the time of the issuance 
of the certificates of deposit nor thereafter, transmitted the funds 
received from the claimants to the offices of the banks in Japan; that 
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the banks thereby became the trustees of the funds received from the 
claimants: that the trusts exist in the assets of the banks taken over 
by the Office of Alien Property; and that the claimants are entitled 
to recover and to be paid, so far as funds are available, the same num- 
ber of dollars as were delivered by them to the banks at the time the 
certificates of deposit were issued. 

We dispute the assertion that “the certificates on their face provided 
for payment in yen in Japan.” 

The certificate, the instrument given to the depositor by the Japa- 
nese bank in the United States, was written in Japanese. On the cer- 
tificate also appeared a statement in English purporting to be a trans- 
lation of the Japanese language. We contend and will prove that the 
statement in English was not an accurate translation of the Japanese 
text. 

We contend and will prove that, when a depositor went to an office of 
the bank in Japan and presented a deposit certificate issued by a Japa- 
nese bank in the United States, he could not draw any money until 
after the bank in Japan had communicated with the branch in the 
United States, which often took as long as a month. 

We contend and will show that, whenever a depositor wanted to 
withdraw money in the United States, he simply went to the Los 
Angeles branch of the Yokohama Specie Bank (or whatever local 
Japanese bank in the United States he was dealing with) and re- 
quested the money, and it was promptly paid to him across the counter, 
in dollars, without having to wait for any communications to or from 
Japan. 

This is in conformity with the Japanese text appearing on the cer- 
tificate to the effect that it was a “local” transaction and contrary to 
the purported English translation that the certificate was payable in 
Japan. 

Moreover, we propose to show that, in those cases where a depositor 
of dollars in a United States branch took his certificate to the home 
office bank in Japan and after the 30-day waiting period was paid in 
part his United States deposit, he was given a “domestic” certificate 
of deposit for the balance, and that he was advised that, upon his re- 
turn to the United States, he was to exchange this “domestic” certifi- 
cate for one regularly issued by the branch bank in the United States. 

We are convinced that our claims are not of the same category gov- 
erned by the decision in Deutsche Bank v. Humphrey (272 U.S. 517). 

We obviously cannot accept what we believe to be an erroneous con- 
clusion of the Office of Alien Property that our claims are payable at 
the current rate of exchange (the so-called judgment day rule). We 
believe our claimants should recover from the Office of Alien Property, 
so far as funds are available, the dollars which they originally depos- 
ited, or in any event under accepted practice receive dollars in the 
amount they would have received in 1941 were it not for the freezing 
control regulations extended to Japanese nationals (the banks) by 
Executive Order No. 8389, as amended. 

Since 1947, the Claims Section of the Office of Alien Property has 
contended in connection with our claims that we were not entitled to 
interest beyond the date of vesting. 

Here again we differed with the Office of Alien Property and now 
we can, in support of our position, cite Brownell v. Bank of American 
Trust and Savings Association, decided by the United States Court 
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of Appeals for the District of Columbia on June 10, 1954 (214 F. 
2d 855; certiorari denied, 348 U.S. 864). 

That court held that the Department of Justice was wrong in its 
interpretation of the law and facts as they apply to interest on section 
34 debt claims. 

The court followed the rule laid down in JWi/ler v. Robinson (266 
U.S. 243), that interest was pavable under the Trading With the 
Enemy Act from the time the debt matured until payment of the 
principal amount in full. 

Under the rules of procedure established by the Office of Alien 
Property, provision has been made for a method of establishing a 
record of facts and applicable law concerning those matters in which 
there is a dispute between the Office and claimant. 

Under this procedure, a hearing may be held before a hearing 
examiner who renders a decision. 

An appeal from his decision may be taken to the Director of the 
Office of Alien Property by either the claimant or the Chief of the 
Claims Section. 

The claimant may take an appeal from the Director’s decision to 
the courts. For years we have sought to have a hearing scheduled on 
our claims so that we could make a record of the facts and law. 

Finally on April 2 2, 1953. a stipulation was entered into between 
the Chief of the Claims Section of the Office of Alien Property and 
ourselves on behalf of our chents, providing that a consolidated hear- 
ing be held at which the sole issue shall be the dollar value of the claims 
in question. 

In accordance with such stipul: ition, exhibits have been filed by the 
claimants with the Claims Section of the Office of Alien Property 
and, on July 19, 1955, at a prehearing conference, George W. Carr, 
hearing examiner, having been appointed to conduct a hearing, 
examine the stipulation with respect to the issues to be tried, and 
heard statements of counsel concerning the time and place of hearing. 

On August 26, 1955, Hearing Examiner George W. Carr issued 
an order, concurred in by the Deputy Director and the Chief of the 
Claims Section of the Office of Alien Property and myself, stating 
the issues to be heard at the hearing to commence on October 18, 1955. 
Subsequently, this order was amended to provide that the hearing 
would commence on October 20, 1955. 

Therefore, at long last the claimants against the funds of the 
Yokohama Specie Bank, Ltd., and the Sumitomo Bank, Ltd., now 
appear to have an opportunity to make a record as to the facts and 
law with respect to their claims pending with the Office of Alien 
Property. 

Mr. Chairman, I wish that it would be possible for you or one of your 
committee members or staff to attend the hearing and learn first- 
hand the facts involved in this matter. 

I have up to now attempted to show that a dispute exists between the 
Claims Section of the Office of Alien Property and ourselves as to 
the dollar value of our claims, and that steps have been taken which 
will eventually decide the matter. 

I have done this because it is my understanding that a bill similar 
to S. 1147 passed the Senate on the assumption that the claims it would 
eliminate had a potential dollar value of less than $25 each. 
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This assumption applied to the claims of our clients. What are 
the facts? Assuming that the dollar value of our claims is to be 
determined by using the present-day rate of exchange, 360 yen to $1, 
the average dollar value of our claims, without interest, will be 
$19.90 each. 

On the other hand, assuming that we are entitled to have back the 
dollars which our clients deposited or have the dollar value of our 
claims determined by using the rate of exchange existing at the time 
of the breach, then the average dollar value of each of our claims will 
be in excess of $1,677, not counting interest at 3.3 percent per annum 
for at least 14 years. 

The next logical question is whether the Office of Alien Property 
will have sufficient funds to pay the claims. 

Senator Jonnsron. Just a minute. Has this money been used in 
any way by the United States? 

Mr. Carortan. That I can’t tell you. The Office of Alien Property 
would have to tell you. 

If the current rate of exchange is used to determine the dollar value 
of the claims, the answer is “Yes,” and many millions of dollars will 
be left over, to be returned to the former enemy owners should Con- 
gress decide to return vested enemy property. 

If, on the other hand, the dollar for dollar, if available, theory or 
breach date rate of exchange is used, and we are thoroughly convinced 
that this will be the determination of the hearing examiner, and/or 
the Director, and/or the courts, there will probably not be sufficient 
funds available to pay our claimants in full the amount of their 
claims. 

With $14.3 million plus additional funds to be collected in the 
matter of the Yokohama Specie Bank, Ltd., it would be likely that our 
claimants could expect an average dollar payment of not less than 
$1,300 each. 

I would like to interpolate at this moment, if I may. 

I find my estimate of $1,300 each is probably too low and IT will 
explain it in this fashion. 

Our claims filed against the assets of that bank are 1,855 in number 
and have an average dollar value of $1,963 each. Assuming that our 
claims are representative in average amount of all other claims, we 
can estimate the total value of claims asserted against the assets of 
the Yokohama Specie Bank, Ltd., to be in the sum of $16,934,801. 
This result is obtained by multiplying the total number of claims, 
8,627, by $1,963 each. The Office of Alien Property now having a 
cash balance of $14,367,749, to which will be added further cash sums 
as the remaining assets of the Yokohama Specie Bank, Ltd., are liqui- 
dated, it would appear that there will be sufficient funds available to 
pay in full the principal amount of our claims, plus some or all of the 
interest accruing during the last 14 years or more at a rate of not less 
than 3.3 percent per annum. 

T recite these facts and express the conclusions drawn therefrom to 
show why I think my estimate of $1,300 each was too low and to show 
why I believe the estimate of the Office of Alien Property to the effect 
that the total of the dollar value of all claims asserted aginst the 
Yokohama Specie Bank, Ltd., in the sum of $38 million is extremely 
high. 
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The expectations with respect to those claiming against the Sumi- 
tomo Bank, Ltd., are much less hopeful. 

That is obvious. 

If Congress could and would by enactment of S. 1147 deprive some 
United States citizen creditors of relief atforded to other United States 
citizens by section 34 of the Trading With the Enemy Act, the result 
in our immediate case might be a $25 million windfall to the Yoko- 

ama Specie Bank, Ltd., and the Sumitomo Bank, Ltd., if vested 
pr operty be returned to former enemy owners. 

All of our clients are of Japanese descent and are residents of the 
United States since prior to World War I1—most of them are citi- 
zens of the United States. 

As you know, prior to World War II, Japanese people on the west 
coast, including those born there, by reason of local prejudices were 
forced to live together in their own communities. 

Under these circumstances, it is easy to understand why they would 
go to a bank which transacted business orally and in writing in the 
Japanese language. To these depositors, this was a bank that paid 
a high rate of interest on deposits, a bank that spoke their language, a 
bank that would repay them in dollars if the need arose, a bank to 
which they could go if it was necessary to borrow. 

It was the most natural thing in the world for these people to util- 
ize, as they had for years, the services aire by the Yokohama 
Specie Bank, Ltd., and the Sumitomo Bank, Ltd., in California and 
Washington. 

On July 26, 1941, our Government by Executive Order No. 8389, as 
amended, blocked the funds of these Japanese banks. 

Only in a rare instance did the banks apply for a United States 
Treasury Department license to repay a depositor. The general 
understanding among the depositors was that our Government, their 
(sovernment, the Government in whose armed services so many of our 
clients served with distinction, had taken over their hard-earned 
savings. 

The banks were closed on December 8, 1941, and shortly thereafter 
their assets were vested. Again the general understanding was that 
our Government, their Government, had seized their funds. 

Our clients are not lawyers; they do not distinguish between custody 
and confiscation, or whether theirs was a legal or equitable title to 
the funds vested; all they knew or cared about was that on top of 
21] other hardships their bank accounts were gone. 

However, their hopes were revived in 1947, 1948, and 1949; they 
thought that by filing claims with the Office of Alien Property they 
could recover their dollars, their savings. 

Are they now to be told that, because the cost of processing their 
claims is great and the task tedious, it has been decided to eliminate 
their claims? Are they to understand that, because so many of them 
were thrifty enough to establish bank accounts, they have created a 
problem which the United States Government cannot handle? 

Please remember that the accounts were large eonugh to block back 
in 1941. 

They must know that the Office of Alien Property, using money 
belonging to them for operation expenses, has retur mee to other claim- 
ants beaten-up typewriters and sums less than $25 
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In conclusion, I respectfully urge that our clients not be arbitrarily 
cut off from rights to be still accorded to others, at least not until they 
have had their day in court to show that the rights proposed to be 
eliminated have substance to them. 

I believe that the present Chief of the Claims Section has previously 
proposed to the predecessor of this committee other suggestions which, 
if adopted, could expedite the processing of all claims without doing 
violence to the rights of any. 

I believe changes could and should be made in section 34 of the 
Trading With the Enemy Act, but S. 1147, as written, is not the best 
or just way of accomplishing an orderly and expeditious settlement 
of a vexing problem. 

Mr. Woop. Mr. Carolan, you say you were formerly in the Office 
of the General ( heal of the Treasury Department ? 

Mr. Caronan. Yes, sir. 

Mr. Woop. And I assume you still have acquaintances there and 
you keep in touch with the transactions in that office as may be pub- 
lished in the papers and whatnot 4 

Mr. Caroutan. That is correct, sir. 

Mr. Woop. Could you tell the committee for the record what if any- 
thing the Treasury Department or the State Department has done to 
protect the rights of the American depositors of Japanese origin, 
Americans of Japanese origin the depositors about whom you testified 
here when it became apparent that the Japanese Government was go- 
ing to devalue the yen / 

Mr. Caronan. Sir, 1 am not well enough informed to be able to give 
an intelligent answer to that, I don’t know. 

Mr. Woov. Do you know whether your clients took any steps to 
protest the Japanese Government’s devaluation of the yen as it might 
affect their rights to these deposits 4 

Mr. Carotan. I don’t know of any steps they have taken. 

Mr. Woop. If as is stated by the representatives of the Department 
of Justice, the Office of Alien Property, there are not sufficient moneys 
either in hand in these two accounts now to pay your claimants, the 
value as the rate of exchange in 1941, is it your position that they 
should take other funds from their accounts and supply the deficiency 
in order to pay your clients 4 

Mr. Carotan. No, sir; that is not our position. 

Mr. Woop. What then is your position if they do not have the assets 
on their books accredited to these two accounts with which to pay your 
clients now / 

Mr. Carotan. Under the law and under the theory of our claims 
we are entitled to have our claims paid out of only those funds in the 
possession of the Office of Alien Property taken from the Yokohama 
Specie Bank and the Sumitomo Bank. If they are not sufficient, we 
would get a ratable payment, if they are not sufficient to pay our 
claims in full as we contend. 

Mr. Woop. In other words you would not contend, since the issue 
with respect to the yen account is to be determined before the German 
issue is decided, that we should take funds out of the German account 
to supply the deficiency in the yen account? If there is a deficiency ? 

Mr. Caroian. No, sir. 

Mr. Woop. It is your position that there are sufficient funds within 
the present Japanese accounts to pay your claimants in full? 











DEBT CLAIMS AND WORLD WAR I ASSETS 35 

Mr. Carotan. We believe in the case of the Yokohama Specie Bank 
there may be sufficient funds to pay us in full, including some or al! 
of the interest which we claim. From the evidence that has been 
adduced here this morning, it would appear that the chances of col- 
lecting in full on those claims against the Sumatomo Bank are very, 
very faint. 

Mr. Woop. Do you know or do your clients, if you desire to state it, 
know of any assets belonging to these two banks which are not carried 
on the books of the Alien Property Custodian’s Office which would 
sup pleme nt the deficiency we have been talking about ? 

Mr. Carotan. I don’t know what the Office of Alien Property carry 
on their books but I assume they have collected all the assets iiss y 
found. 

Mr. Woop. You heard the chairman ask about stocks and bonds, and 
you heard me ask about real estate. Stocks and bonds fluctuate, and 
real estate has enhanced asa rule. Are you acquainted with any real 
estate that these banks may have owned that would supply the 
deficiency ? 

Mr. Carontan. No, sir. 

Mr. Woop. Your objection is to taking away the right of appeal, 
because it is in derogation of the Administrative Proc ‘dure Act and 
generally in derogation of the right of appeal when a man’s property 
is taken without due process of law. 

Mr. Carotan. I would generally be in favor of not taking that way. 

Mr. Woop. That is your position. That is your legal objection ? 

Mr. Carotan. That is correct. However, we are personally inter- 
ested only in that part of the proposal which would eliminate obliga- 
tions based upon a currency other than the United States or the Philip 
pines: and section 2 applies, makes reference to that clause; it says 
that the Office of Alien Property judgment would be final as to whe ther 
or not they were an obligation e xpressed i in those terms. 

Mr. Woop. You heard Mr. Creighton’s estimate of about 10 days in 
Los Angeles and several days in San Francisco. 

Is there no way to cut down the time on these issues ? 

Isn't it possible to stipulate on many of the issues in order to limit 
the hearings there, in order that there might come along within a 
reasonable length of trme a final determination of these questions of 
fact and law ? 

Mr. Carotan. Well, we will make every effort we can to stipulate 
wherever possible. 

Senator Jounsron. Bringing out another fact, I think vou will agree 
that the war was the cause of a great many of these claims existing 
at the present time: isn’t that true / 7 

Mr. Carotan. Yes, Senator. 

Senator Jonnston. If we had not had a war, they had purchased yen 
in a branch bank of Japan, and they would prob: ably go in and get their 
money at the present time if the war had not broken out between Japan 
and the United States. 

Mr. Caroian. In view of the fact that it has been going on for 50 
years before the war, I presume it would still be going on if there had 
not been a war. 

Senator Jonnsron. That being so, these people that were of Jap- 
anese origin—and some of them were citizens of the United States, 
and some weren’t—they go to this branch bank of Japan, and they 
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make deposits, so to speak, and purchase yen at the time; is that the 
way it was handled / 

Mr. Carotan. They would go into the bank, give the teller dollars, 
and the teller would compute the existing rate of exchange, the number 
of yen, and hand them a certificate written in Japanese reciting they 
had a deposit of X number of yen. 

Senator Jounstron. That being so, then what has caused the de- 
preciation of the yen is the war; isn’t that so? 

Mr. Carotan. I presume so. 

Senator Jounsron. That being so, should the United States be liable 
for any depreciation in value ¢ 

Mr. Carotan. I don’t think that the United States is liable for any 
depreciation in value. But I do believe this. On July 26, 1941, when 
we were not at war with Japan, our Government by Executive ‘Order 
8389, as amended, froze these accounts. 

The depositor after July 26, 1941, could no longer go in and with- 
draw his dollars except under a Treasur y license, United States 
Treasury license. We know of at least one instance where the banks 
did apply to the United States Treasury Department for a license 
which was issued and the depositor was paid out at the current rate 
of exchange, 23.4. If the banks had applied to the United States 
Treasury Department with respect to all of these depositors and 
licenses had been issued, all depositors could have all gotten their 
money before December 7, 1941. 

I am not asking the Government to absorb the cost of depreciation ; 
all we are asking for is to have our dollars returned to us. We don’t 
want the United States Government or the Yokohama Specie Bank 
to get a windfall of $25 million by reason of the depreciation. 

Senator Jounston. What if the reverse had happened and the yen 
was more valuable now; what would vou desire? 

Mr. Carotan. I don’t think 

Senator JoHnston. You would probably have to give it in hand; 
you have a certificate there for it. 

Mr. Caronan. I would assume, if the situation were reversed, that 
you would have to assume that the Japanese won the war and the banks 
would probably pay us off on dollar-for-dollar value, saying that was 
the cus ae and practice prior to the war and you are stuck with it. 

Mr. Woop. You made a statement a moment ago, Mr. Carolan, that 
these two banks would get windfalls. 

In what respect w ould they get windfalls to the exclusion of these 
American-Japanese creditors? Would they not still be trustees for 
any deficiency that might exist should the contention of the Govern- 
ment be upheld ? 

Mr. Carotan. You have a point there. But I still think we are 
entitled to complain, for 14 years our hands have been tied. If it 
should be decided to return enemy assets, would it be fair to our clients 
to say: “If you want your money, go to Japan and get it or wherever 
you can latch on to it” 

Senator Jonnston. What would be objectionable to paying a per- 
centage of whatever the funds amount to in each instance ¢ 

Mr. Caroran. I have dreamed about such a possibility. I think it 
is the most logical and sensible way of handling this. 

Mr. Smirney. May I pursue 2 or 3 questions, Mr. Chairman? 

Senator Jonnston. Proceed. 
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Mr. Smrruey. Do you have any objection to telling the committee 
how much you or your clients have expended in seeking an adminis- 
trative determination of your claims ¢ 

Mr. Caro.tan. We have these claims on a contingent-fee basis, 
naturally. Under such circumstances you don't make a detailed rec- 
ord. However, I feel my office has spent maybe $30,000 over the 
last 8 years. I believe that the California office has expended con- 
siderably more than that. 

I might point out in this respect. for ex cample, to give the Office 
of Alien Property a list of the claimants requires several days of 
typing. 

Mr. Smiruey. Now, Mr. Carolan, earlier, when Mr. Creighton was 
on the witness stand, I asked the chairman to incorporate by reference 
certain suggestions that he had made in prior hearings. One of those 
suggestions which Mr. Creighton made to the subcommittee was 


that— 


* * * it would be desirable that important legal questions such as, by way of 
illustration, the rate of exchange question, discharge by payment in Japan, either 
involved in the disposition of the claims should be susceptible of judicial deter- 
mination prior to the issuance of the final schedule. 

In order, however, to avoid undue burden upon this Office and the courts, 
the claimants’ rights to judicial review prior to issuance of a final schedule 
should be made dependent upon certification by this Office that such judicial 
review is desirable. 

Do you have any objection to that provision being incorporated 
in section 34 insofar as your claimants are concerned ¢ 

Mr. Carouan. No, sir. We would welcome it. Obviously if it is 
finally determined that we are entitled only to the judgment- day rate, 
we have hundreds of claimants who have died, their successors in in- 
terest would be under an obligation to prove ownership. 

And we would not want to be caught with the burden of spending 
twice what we are going to get back under those circumstances. 

Mr. SMITHEY. W. ould you also agree with his suggestion that— 
notification be given by the Custodian, that the present requirement that notifica- 
tion be given by the Custodian to each claimant whose claim is disallowed in 
whole or in part be abandoned and that notice of the issuance of the schedule 
be published in the Federal Register with a statement that the schedule will 
be available for inspection at the Custodian’s office. 

Mr. Carotan. Under these circumstances I would be in favor of it. 

Mr. Smiruey. You would be in favor of both of those suggestions? 

Mr. Carouan. Yes, sir. 

Mr. Smiruey. I have no further questions. 

Mr. Woop. May I ask one more question ? 

Senator JoHNsTON. Yes, sir. 

Mr. Woop. How long have you been ready to proceed, Mr. Carolan? 

Mr. Caronan. That is difficult to say. We think we have been 
ready for several years. 

Mr. Woop. Thank you. That is all. 

Senator Jounsron. We thank you for coming before us this 
— 

Mr. Caronan. Thank you. 

Senator Jonnston. Is Mr. Cutler here ? 

Mr. Cutter. Yes, sir. 

? 
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Senator Jounston. Raise your right hand, Mr. Cutler. Do you 
swear the evidence you give in this case will be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 

Mr. Curier. I do. 


Senator Jounston. Give your name and your connection for the 
record. 


TESTIMONY OF JOHN WARD CUTLER, WASHINGTON, D. C. 


Mr. Curter. My name is John Ward Cutler. May I ask a ques- 
tion off the record ? 

(Discussion off the record.) 

Mr. Curter. I will read the statement with your permission and 
then make some additional comments. 

Mr. Woop. You can save a lot of time if you submit your state- 
ment now together with this exhibit and then interpolate and that 
will eliminate the necessity of your reading it. 

I have your statement here with the exhibits and now you may 
interpolate. 

Senator Jonnston. We will insert this as you read it. 

Mr. Curter. Thank you. I am a lawyer with offices at 905 Ameri- 
can Building, Washington, D. C. I was formerly General Counsel 
to the Office of Alien Property. I resigned to reenter private practice 
in 1947. 

I appear in opposition to S. 1147; primarily to that part of the 
bill starting on line 11 on page 1 as follows 
or if it is based upon an obligation expressed or payable in any currency other 
than currency of the United States or the Philippine Islands. 

This provision would bar debt claims expressed in or payable in 
foreign currency from consideration under section 34 of the act. 

Section 34 is the successor to a provision in the Trading With 
the Enemy Act of World War I, also providing for payment of the 
just claims of creditors of those enemies whose property was seized 
by our Alien Property Custodian. 

Under the present system the creditor must be a United States 
citizen or long-term resident of the United States, and that is proper. 

ut this is the first time it has been proposed that a creditor should 

be barred from collecting his debt out of his debtor’s property in the 
hands of the Custodian merely because he originally contracted in 
terms of marks or yen instead of dollars. 

The proposal certainly turns back the clock. It would be as if there 
were no well-established rules and methods for converting one cur- 
rency into another. The proper dollar equivalent of a mark debt has 
to be determined every day. There is nothing to set apart a foreign 
currency debt from any other, if you have an eligible creditor and a 
debtor’s property from which collection may be made. 

There is no reason to think that this proposal reflects the true in- 
tention of Congress in enacting the present legislation. Indeed the 
contrary would seem to be true, for the present law was designed to 
provide a system of equitable distribution, and that implies nondis- 
crimination. This proposal is discriminatory in at least two major 
respects: It would discriminate against American holders of these so- 
called foreign currency obligations. 
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And secondly, it would discriminate against persons whose claims 
(though filed in accordance with the law a under the reasonable pre 
sumption that they would be processed in an orderly manner as that 
law directs) have not yet been dealt with, whereas other foreign cur 

rency claims have been allowed. 

I am not at this time suggesting that a debt claimant under this 
law has a vested interest in the law as it stands—though that in itself 
raises some interesting legal and constitutional questions. 

I am, however, suggesting with all the force at my command that 
there is at least a moral obligation upon the Congress not to change 
the rules in the middle of the game—not to withdraw a remedy w - : 
has been on the books for years, a remedy which has been properly 1 
voked by claimants whose claims have been on file for years. 

A case in point is that of Dr. Hans Bie who was a distinguished 
German industrialist, whom I have the honor to represent. Dr. Bie 
and his wife have been loyal American residents since 1940 and Amer- 
ican citizens since 1946. 

Their son Rolf volunteered as a private in the United States Army 
in 1942, served with distinction and was commissioned a captain in 
military intelligence. 

Their debt claims have been on file for more than 6 years. One of 
their claims was finally allowed this year. This bill would cut off 
their remaining claims, which may amount to $200,000 or more, even 
without punitive interest. This would seem to demolish the argu 
ment that this bill would merely wipe the slate clean of a lot of claims 
cf only nominal value. Moreover the more important remaining 

aims of the Bies are against a highly solvent account—that of 
Schering. 

They stem from the action of Schering’s banking department in con 
verting the Bies’ deposited securities and some cash deposits under the 
Nazi regime. ‘The securities are not devalued by postwar revaluation 
as are the bank money deposits. 

The liquidated proceeds of the Schering properties in the hands of 
the Office of Alien Property are more than sufficient to pay these and 
all other claims against. Schering in full. Subject to correction from 
the records it is my understanding there is $19 million cash in the 
Schering account as a result of the sale of the Schering subsidiary of 
the German company. 

These claims if paid would by no means exhaust this account. So 
there should be plenty left for what disposition Congress may finally 
direct of the funds of the Office of Alien Property. 

So much for the Government’s further argument that the bill 
— merely wipe away claims which could not be paid anyway be- 

‘ause of insufficient money in the debtors’ seized accounts. 

Any amounts the claimants have gotten under German compensa- 
tion laws would probably be deducted or credited. We are not try- 
ing to get paid twice but these amounts if they exist appear to be negli- 
vible i in comparison to the total claims. 

Dr. Bie rendered valuable services to the United States in the 
prosecution of the war. These are described in a separate memoran- 
dum which I am submitting. I would not take the committee’s time 
at this time to read that but I would venture to solicit your 


very 
earnest attention to it. 
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He advised among other things from his knowledge on the prime 
targets for the bombing program. 

He helped military intelligence in many respects. He helped in 
the trial of war criminals and has advised substantially in problems 
of possible war reconstruction. That is only the briefest high spots 
which will appear in his statement. 

Senator JounstoNn. In other words it proves that he is a good 
American citizen. 

My. Curuer. Yes, sir, and has in my judgment rendered far more 
than the usual type of service. 

He was qualified to do so and he put his qualifications at the service 
of this country. 

I think the committee will want to ponder carefully the kind of man 
whose claims it is proposed to cut off. But regardless of the individual 
claimant’s qualities, the principle seems to me to be wrong. The way 
to dispose of claims of this character 1s not to cut them off, but to de- 
cide them. 

That is the way of a government of law. Certainly the operations 
of the Office of Alien Property should be finished up as soon as possi- 
ble. That is a praiseworthy objective. But this bill would not help 
that objective as much as it would harm the principle of allowing a 
man his “day in court” and not canceling a remedy once granted. 

Section 2 of the bill is also objectionable. It would make the 
Custodian’s administrative determination final, and not subject to 
judicial review, on the issue of whether a claim falls within the first 
section of the bill. 

The judicial review now provided by section 34 should not be cur- 
tailed. I hope the Congress at this date is not disposed to go back 
on the spirit of the Administrative Procedure Act by giving unreview- 
able finality to an administrator’s decision. 

That has been brought out here this morning that a large part of the 

cost of processing some of these claims has already been incurred, such 

as investigations, FBI reports, hearings scheduled, the proposal it 
seems to me rather than being one for ec onomizing time and effort 
may well be one to throw away the benefits of a great deal of work 
already done and done in the proper judicial administrative setup— 
setting. A witness for the Government mentioned the desirability 
and the fact that a day in court is being given to the ven claimants 
in Los Angeles. 


Is that consistent with the proposal to cut off that very day in court 
in midflight ? 

Dr. Bie became a refugee because of the measures directed against 
the Jews. His securities and funds were deposited in his own com- 
pany’s banking department. The American subsidiary of that com- 
pany was vested and as I have already stated the proceeds of that 
avccount are understood to be entirely solvent. 

I see nothing anomalous in his being permitted to continue his 
pursuit of his claims against those assets of the very company where 
his securities and funds were deposited in Germany. 

I might make one possible suggestion. There seems to be no strong 
views expressed against the first ¢: itegory in the bill, namely, the cut- 
ting off of claims ; against the Government accounts. While in prin- 
c iple that may be open to some of the objections I have mentioned, it 


| 
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might be practical if it was considered sufficiently worth while to 
proceed with the legislation on that one category. 

If as is true and I am not qualified to state in detail the accounts 
are so involvent that the recovery if allowed would be entirely mean- 
ingless, to that extent useful work might be done by this legislation 
but the second category it seems to me is entirely out of order for the 
reasons I have taken the liberty to present to this committee. 

Senator Jonnsron. Any questions ? 

Mr. Woop. I don’t have any questions. 

Mr. Smirney. No questions. 

Senator Jounston. We thank you for coming before us and giv- 
ing this information. Should you have anything else you want to 
furnish at any time turn it over to the committee. 

(The document referred to is as follows :) 


STATEMENT ON S. 1147, 841TH CONGRESS, BY JOHN Warp CUTLER, ATTORNEY AT LAw, 
WASHINGTON, D. C. 


My name is John Ward Cutler. I am a lawyer with offices at 905 American 
building, Washington, D. C. I was formerly General Counsel to the Office of 
Alien Property. 1 resigned to reenter private practice in 1947. 

I appear in opposition to S. 1147; specifically to that part of the bill starting on 
line 11 on page 1 as follows, “or if it is based upon an obligation expressed or 
payable in any currency other than currency of the United States or the Philip- 
pine Islands.” 

This provision would bar debt claims expressed in or payable in foreign cur 
reney from consideration under section 34 of the act. 

Section 34 is the successor to a provision in the Trading With the Enemy Act 
of World War I, also providing for payment of the just claims of creditors of 
those enemies whose property was seized by our Alien Property Custodian. Under 
the present system the creditor must be a United States citizen or long-term 
resident of the United States, and that is proper. But this is the first time it 
has been proposed that a creditor should be barred from collecting his debt out 
of his debtor’s property in the hands of the custodian merely because he originally 
contracted in terms of marks or yen instead of dollars. The proposal certainly 
turns back the clock. It would be as if there were no well-established rules and 
methods for converting one currency into another. The proper dollar equivalent 
of a mark debt has to be determined every day. There is nothing to set apart a 
foreign currency debt from any other, if you have an eligible creditor and a 
debtor’s property from which collection may be made. 

There is no reason to think that this proposal reflects the true intention 
of Congress in enacting the present legislation. Indeed, the contrary would 
seem to be true, for the present law was designed to provide a system of 
equitable distribution, and that implies nondiscrimination. This proposal is 
discriminatory in at least two major respects: It would discriminate against 
American holders of these so-called foreign-currency obligations. And, sec- 
ondly, it would discriminate against persons whose claims (though filed in 
accordance with the law and under the reasonable presumption that they would 
be processed in an orderly manner as that law directs) have not yet been dealt 
with, whereas other foreign-currency claims have been allowed. 

I am not at this time suggesting that a debt claimant under this law has a 
vested interest in the law as it stands—though that in itself raises some interest- 
ing legal and constitutional questions. I am, however, suggesting with all the 
force at my command that there is at least a moral obligation upon the Congress 
not to change the rules in the middle of the game—not to withdraw a remedy 
which has been on the books for years, a remedy which has been properly invoked 
by claimants whose claims have been on file for years. 

A case in point is that of Dr. Hans Bie, whom I have the honor to represent. 
Dr. Bie and his wife have been loyal American residents since 1940 and American 
citizens since 1946. Their son Rolf volunteered as a private in the United 
States Army in 1942, served with distinction and was commissioned a captain 
in military intelligence. Their debt claims have been on file for more than 6 
years. One of their claims was finally allowed this year. This bill would cut 
off their remaining claims, which may amount to $200,000. This would seem 
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to demolish the argument that this bill would merely wipe the slate clean of a 
lot of claims of only nominal value. Moreover, the more important remaining 
claims of the Bies are against a highly solvent account—that of Schering. They 
stem from the action of Schering’s banking department in converting the Bies’ 
deposited securities under the Nazi regime. The liquidated proceeds of the 
Schering properties in the hands of the Office of Alien Property are more than 
sufficient to pay these and all other claims against Schering in full. So much 
for the Government’s further argument that the bill would merely wipe away 
claims which could not be paid anyway because of insufficient money in the 
debtors’ seized accounts. 

Dr. Bie rendered valuable services to the United States in the prosecution 
of the war. These are described in a separate memorandum which I am sub- 
mitting. I think the committee will want to ponder carefully the kind of man 
whose claims it is proposed to cut off. But regardless of the individual claim- 
ant’s qualities, the principle seems to me to be wrong: The way to dispose of 
claims of this character is not to cut them off, but to decide them. That is 
the way of a government of law. Certainly the operations of the Office of Alien 
Property should be finished up as soon as possible. That is a praiseworthy 
objective. But this bill would not help that objective as much as it would harm 
the principle of allowing a man his day in court and not canceling a remedy once 
granted. 

Section 2 of the bill is also objectionable. It would make the Custodian’s 
administrative determination final, and not subject to judicial review, on the issue 
of whether a claim falls within the first section of the bill. The judicial review 
now provided by section 34 should not be curtailed. I hope the Congress at this 
date is not disposed to go back on the spirit of the Administrative Procedure 
Act by giving unreviewable finality to an administrator’s decision. 





[Filed with OAP December 1948] 


Tne ASSISTANCE RENDERED TO OUR GOVERNMENT BY Dr. HANS BIE DURING THE 
War YEARS 


Dr. Bie was a prominent German industrialist. He was vice chairman of the 
board of Schering A. G., a leading chemical and coal combine, and also a director 
in 30 other corporations, including Deutsche Bank. Upon Hitler’s advent into 
power, in January 1933, he had a personal fortune in German property, securi- 
ties, etc., valued at over $1 million in American money. After Hitler came into 
power he was persecuted by the Nazis. Fortunately, however, he was able to 
leave Germany in February 1939, his passport having been withheld previously. 
This became possible only because, owing to his prominence, the Dutch Govern- 
ment issued a written invitation to him and his wife to come to Holland. He 
remained in Holland until March 1940, leaving for the United States 6 weeks 
before Holland was invaded by the Nazis. 

Virtually all his property was confiscated outright, through one device or an- 
other, and when he left Germany for Holland, in February 1939, he was permitted 
to take with him 10 German marks, the equivalent of $4 in American money. 
Mrs. Bie was also permitted to take 10 marks. Thus, they arrived in Holland 
with the equivalent of $8 between them. 

Dr. and Mrs. Bie became United States citizens in 1946. 
1. 1942-45: The War Department's Committee of Foreign Experts; bombing of 

German industry 
When Dr. Bie left Germany he brought with him an album of over 100 photo- 
graphs of German industry. These photographs had been presented to him as 
souvenirs by other German industrialists. They showed certain sections of Ger- 
man industry in very clear and illuminating detail. Dr. Bie originally lent this 
album to Mr. Berman, of the Antitrust Division of the Department of Justice, in 
New Jersey in 1942. Mr. Berman then submitted the album to the War Depart- 
ment. This resulted in an urgent telegram to Dr. Bie to come to Washington to 
consult with high Air Force officials on the strategy to be adopted for the 
bombing of German industry, and he was later officially appointed an expert 
consultant to the War Department. 

Dr. Bie attended a number of meetings with various high-ranking officials, 
including Assistant Secretary of War John J. McCloy, General Arnold, and 
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General Sommervell, for the purpose, among others, of planning the bombing 
of German industry. 

Dr. Bie made the following recommendations as to the bombing of German 
industry: 

First, to destroy the coke ovens: The entire iron and steel industry of Ger- 
many depended upon the coke ovens, and in addition certain byproducts from 
these ovens, that is, nitrates, benzol, and toluol were used for the manufacture 
of explosives. If 1 single oven was knocked out, an entire unit of 40 or more 
ovens became useless. 

Second, to destroy the electrical powerplants. 

Third, to destroy the synthetic fuel industry. 

The ultimate decision of the War Department was to follow these recom 
mendations, and they were effectively and successfully carried out in the sue 
ceeding months. Hence, our entire strategic plan for bombing German industry 
was supplemented and influenced by Dr. Bie’s knowledge and recommendations 


2. 1942-45: Review of technological magazines and papers for the War 
Department 

The War Department systematically obtained, through neutral countries in 
Europe, German technological magazines and papers. These were submitted 
to Dr. Bie regularly for review, comment, and evaluation, and he made systematic 
reports on the contents of these documents. In particular this material, coupled 
with his knowledge of German industry, enabled him to reveal to the War De- 
partment that I. G. Farben had moved a number of important factories and 
plants from Western Germany to Eastern Germany, in order to escape the 
bombing program which had started. Dr. Bie was able to identify the locations 
in Eastern Germany where many of these plants had been moved, and to be of 
further assistance in planning the bombing thereof. Similar services as men 
tioned above were rendered to the OSS. They were of a highly contidential 
nature. 


3. 1942-45: Assistance to the OWI; preparing scripts for broadcasts to the Ger- 
man people 

Douglas Miller, of the OWI, was an old friend of Dr. Bie, having been sta 
tioned some 20 years ago as a Foreign Service officer in the American Embassy 
in Berlin. Mr. Miller called on Dr. Bie to help him in the drafting of scripts 
for broadcasts to the German people and for advice on the best psychological 
approaches to the Germans, generally. 
h. 1944-46: Assistance to the Foreign Economic Administration 

This branch of the Government also called on Dr. Bie to assist in the planning 
of postwar reconstruction, not only for Germany but all of Europe. Dr. Bie 
was a recognized authority on the coal, coke, and chemical industries, and 
because of his long association with Schering A. G., which was the second 
largest company in that field, he had an intimate and detailed knowledge of 
every phase of that industry in Europe. Dr. Bie submitted figures on the quantity 
of production, the nature of the byproducts of these industries, and their possi 
bilities for revival, all of which were used by the FEA and later by the State 
Department into which the FEA was absorbed. 


3. 1944-47: Assistance to the State Department on coal distribution 

Dr. Bie also advised Mr. James Stillwell of the State Department on the 
best methods of coal distribution in Europe, thus assisting in planning the 
reconstruction of Europe which finally resulted in the Marshall plan. 
6. 1945-48: Assistance in the prosecution of war criminals 

Dr. Bie has been of considerable assistance to Gen. Telford Taylor in the 
trial of certain German industrialists, including Mr. Flick, and prominent men 
in I. G. Farben industry. Because of Dr. Bie’s intimate and detailed knowledge 
of these men, their industrial background and relative details, Dr. Bie gave 
extensive testimony for the War Department and the Department of Justice. 
At one time Brigadier General Taylor sent two officer members of his staff from 
Nuremberg to New York for the purpose of obtaining certain information from 
Dr. Bie which was needed in the course of the trials. 

Dr. Bie went out of his way to contribute generously to the war effort and 
did this without any compensation whatsoever from the Government. Only in 
some instances were his expenses paid. 
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7. Rolf Bie 


Rolf Bie is the only son of Dr. Bie. He had left Germany in 1931 and lived 
in England for several years. When Dr. Bie and his wife came to this country, 
Rolf was the only source of family income. Nevertheless, after our entry into 
the war and while still an alien and not subject to military service, he volun- 
teered in 1942 as a private in the Army. He served with distinction in the 
Military Intelligence Division and as an investigator in Germany. He was of 
great assistance to the Department of Justice. He received a direct commis- 
sion as a captain in the Military Intelligence. 

8. Letters of commendation and appreciation 

Attached hereto are photostatic copies of letters of commendation and appre- 
ciation from high-ranking officials in the War Department from Assistant 
Secretary of War McCloy down which reflect very clearly the high value of 
Dr. Bie’s service to our Government and his usefulness to it. 

Attached to the memorandum are copies of letters to Dr. Bie bearing the 
following dates: February 19, 1942; March 27, 1942; July 9, 1942; July 16, 1942; 
October 23, 1942; November 16, 1942; January 1, 1943 (telegram) ; February 25, 
1943; June 4, 19438; July 1, 1943; July 3, 1943; October 20, 1943; January 10, 
1944; January 12, 1944; February 10, 1944; February 26, 1944; March 2, 1944; 
March 29, 1944; April 13, 1944; August 17, 1944; September 16, 1944; October 
24, 1944; December 8, 1944; December 9, 1944; August 8, 1945; January 17, 1946; 
June 3, 1946; September 7, 1946. 

The following three for Rolf Bie: August 15, 1946; commission dated June 3, 
1948 ; acknowledgment dated September 2, 1945. 

Mr. Woop. Mr. Collins. 

Senator Jounston. Raise your right hand. Do you swear the evi- 
dence you give before this subcommittee to be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Cotuins. J do. 


TESTIMONY OF GEORGE S. COLLINS, ON BEHALF OF STANDARD 
VACUUM OIL CO., NEW YORK, N. Y. 


Mr. Cotuins. Mr. Chairman, my name is George §S. Collins. I 
am a lawyer, a member of the New York bar. I am a member of the 
law department of Standard Vacuum Oil Co., on whose behalf this 
statement is submitted. 

This proposed bill provides for an amendment to the Trading With 
the Enemy Act which will wipe out the claims of creditors against the 
vested assets in the categories that have already been mentioned. 

We submit that the bill is discriminatory and unfair and should 
not be enacted. The bill is discriminatory in that it arbitrarily de- 
prives certain classes of creditors or foreign debtors of their rights to 
prove their claims and satisfy them against assets of the debtors in 
the United States. 

Correspondingly, it creates an arbitrary preference in favor of the 
remaining creditors. 

The bill is unfair in that it would operate retroactively to eliminate 
claims which have been pending since 1941. The creditors who filed 
those claims have spent time and money to prepare such claims and, 
over a period of almost 15 years, to keep themselves informed of the 
status of such claims, at all times having every right to believe that 
they would share in the vested assets on equal terms with other 
creditors. 

The bill is also unfair in that it places the determinations of the 
custodian beyond the salutary power of judicial review. 

















DEBT CLAIMS AND WORLD WAR I ASSETS 45 


The main type of claims which 8S. 1147 seeks to outlaw, so far 
vested assets are concerned, are claims based on obligations expressed 
in foreign currencies (other than the Philippines). 

Such claims are claims of the type which American business con- 
cerns engaging in foreign trade inevitably would have. 

To this extent the bill is inconsistent with the policy of the United 
States of encouraging and sponsoring foreign trade. 

The case of Standard-Vacuum Oil Co. well illustrates how this bill 
will arbitrarily penalize an American company regularly engaged in 
foreign trade. 

Standard-Vacuum is a Delaware corporation which conducts, and 
has conducted for many years, an integrated petroleum business in 
many countries of the Eastern Hemisphere. 

For many years prior to World War LI, Standard-Vacuum imported 
petroleum products to Japan and marketed those products there 
through its petroleum-distribution facilities. 

For some time prior to July 1941,‘ each importation of oil into 

Japan by Standard-Vacuum was made against a foreign-exchange 
license, issued by Japan, gu: wanteeing the ‘avail: ability of forei ‘en eX- 
change sufficient to cover the remittance of dollars in an amount equal 
to the value of the oil. 

In passing I would like to note that Standard-Vacuum ceased im- 
porting oil to Japan in July 1941, which was the date when the Ameri- 
‘an freezing regulations went into effect with respect to Japan. 

The importation of oil to Japan had been made with full knowledge 
and acquiescence of our State Depar tment and those importations were 
in furtherance of the then foreign policy of the United States which 
was to provide Japan with a measure of petroleum products so as to 
deter that country from attacking countries in southeast Asia in order 
to acquire its own source of petroleum products. After Standard- 
Vacuum imported this to Japan it was necessary for the oil to be sold 
in Japan for yen before the company had the 1 requisite } yen to purchase 
dollars pursuant to its Japanese license for remittance to the United 
States. 

Therefore, Standar@-Vacuum entered into forward foreign ex- 
change contracts with Yokohama Specie Bank pursuant to which the 
bank agreed at the end of 5 or 6 months to make dollars available in 
New York upon payment of the equivalent yen in Japan. 

The American freezing controls of July 1941 prevented, unless li- 
censed, the completion of the remittance transactions in the United 
States. After the extension of the freezing controls to Japan, the 
Japanese likewise prevented at their end the transactions necessary 
for the remittances to take place. 

As a result, at the commencement of the war between the United 
States and Japan, Standard-Vacuum had a number of uncompleted 
foreign exchange contracts, involving substantial amounts, with Yoko- 
hama Specie Bank, and correspondingly substantial yen deposits with 
that and other banks in Japan. 


1Standard-Vacuum ceased importing oil to Japan in July 1941. The importations of 
oil to Japan had been made with the knowledge of the State Department and were in 
furtherance of the then foreign policy of the United States, which was to provide Japan 
with a measure of petroleum products so as to deter that country from attacking countries 
in southeast Asia in order to acquire its own source of petroleum. (See statement of 
President Franklin D. Roosevelt, New York Times, July 25, 1941, p. 5.) 
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Standard-Vacuum duly filed, among other claims under the Trading 
With the Enemy Act, debt claims having their origin in these yen 
deposits against the vested assets of the Japanese banks. ; 

It is clear that the pending bill may destroy or seriously impair 
Standard-Vacuum’s chances of collecting anything on these outstand- 
ing claims which are still pending with the Office of Alien Property. 

The proponents of a similar bill (S. 2231 of the 83d Cong., Ist sess. ) 
sought to Justify its passage mainly on the grounds of administrative 
convenience (S. Rept. 616). 

They emphasized that foreign currency claims constituted about 
32,000 of the pending 42,743 debt claims, that there were insufficient 
assets to pay many of these claims in full, that the processing of the 
claims placed a great burden on the Government, and that there was 
no moral obligation to use vested assets to pay persons who invested 
in a foreign economy and thereby agreed to be paid in foreign 
currency. 

It is submitted that the arguments based upon administrative con- 
venience do not bear close inspection. 

In the first place, the difficulties of administration appear to have 
been overemphasized. For example, it is said that 17,500 of the 
claims arise from yen certificates of deposit in American branches of 
Japanese banks; and it is implied that the processing of that number 
of claims would constitute an administrative burden. 

Unquestionably, however, the adjudication of but a few of such 
claims would create precedents to apply to all of them. 

Certainly it seems that modern procedural devices are available to 
process all of these claims in an orderly omnibus manner without 
jeopardizing individual rights or basic principles. Similarly, some 
8.000 claims based on bonds of Japan and Germany could be processed 
without serious difficulty. So too could most of the other claims of 
this character be processed. 

Furthermore, the burden, if it is a burden, of processing the claims 
above referred to is not one which must be borne by the Government. 
The expenses of processing claims and the administration thereof are 
payable out of vested assets. 

The reference, by the proponents of S. 2231 before the 83d Con- 
gress to the insufficiency of assets in the case of certain debtors (the 
Governments of Japan and Germany) does not apply to other debtors 
like Yokohama Specie Bank. But even if there were insufficient funds 
to pay in full the creditors of any enemy debtor, that would not be a 
valid reason to eliminate the legitimate claims of some of those cred- 
itors in order to enable the others, whose claims are no more legitimate, 
to recover a greater proportion of what is owing to them. 

A related, and similarly unconvincing argument made by the pro- 
ponents of S. 2251, is that foreign currency claims in terms of Jap- 
anese yen or German marks are practically worthless anyway because 
under the so-called judgment day rule of the Deutsche Bank case (272 
U.S. 517) those claims have to be paid at the current depreciated rate 
of exchange. It is generally recognized that a serious doubt exists 
as to what the 5 to 4 majority held in the Deutsche Bank case. 

See dissenting opinions Paris v. Central Chiclera (193 F. 2d 960 
(C. C. A. 5th, 1952) ); Shaw v. The Fredericksburg (189 F. 2d 953 
(C. C. A. 2d, 1951)); Nussbaum, Money in the Law, National and 
International (1950), pages 372-373. 
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The assertion by the proponents of S, 2231 that there is no “moral 
obligation” to use vested assets to pay claims of persons who invested 
ina “foreign economy and agreed to be paid in foreign currency ap- 
peared to be directed at the yen certificate claims. 

Even as to such claims the assertion appears to be of doubtful valid- 
ity, since those claimants contend that their accounts were, in effect, 
dollar accounts. In any event, however, that assertion is clearly not 
applicable to a business concern which, in the ordinary course of its 
operations, must receive foreign currency in return for its products or 
services before it can exchange that currency for dollars and remit 
those dollars to the United States. 

It is unlikely that any American business concern would do business 
abroad unless it had first made reliable arrangements for remittances 
to the United States in dollars. 

Although the purpose of S. 1147 is to meet a particular administra 
tive problem in respect of limited classes of claims, its broad sweep 
would serve to extinguish bona fide rights of American business con 
cerns regularly operating in foreign countries. 

The amendment is of general application and would apply to future 
situations arising under the Trading With the Enemy Act. 

To the extent that S. 1147 discriminates against holders of foreign 
currency obligations engaged in regular business activities in foreign 
commerce it is opposed to the general policy of our Government to pro 
mote foreign trade and foreign investment. 

Standard-Vacuum opposes S. 1147 in its entirety. However, if it is 
to be passed, it is suggested that it be revised so as not to wipe out 
claims based on foreign currency obligations which arose in connection 
with regular business operations in foreign countries. 

Therefore, we proposed certain language as an addition at the end 
of the first paragraph of this proposed bill which is set forth in the 
memorandum as follows: I will read it— 
and did not arise out of business regularly carried on in a foreign country by a 
citizen of the United States or the Philippine Islands or by a corporation or 
ganized under the laws of the United States or a State, Territory, 
thereof, of the District of Columbia or the Philippine Islands. 

Mr. Woop. May I ask just one question / 

Senator JoHnston. Proceed. 

Mr. Woop. Mr. Collins, if your client had a certificate of a thousand 
yen in 1941 and got back a certificate now of like amount, it would have 
less purchasing power of course in Japan under the depreciated values 
by comparison ¢ 

Mr. Couurys. I think that is correct, yes. 

Mr. Woop. If it got back at the increase, in relative values of the 
currency, would you not then get a tremendous appreciation of values ¢ 

Mr. Couns. The yen certificate would still be worth a thousand 
yen. You mean by that if it were translated into dollars at the old 
rate‘ 

Mr. Woop. Yes. Translated into values in Japan for your com- 
pany, would you not get a tremendous windfall ? 

Mr. Cotutns. There would of course be an additional value if you 
retranslated back into terms of yen. But, of course, the dollar amount 
you would get would simply be the amount of dollars that we are 
entitled to in the first instance. 


or possession 
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Mr. Woop. Have you a suggestion for those who are continuing to 
do business which would equalize the fairness between an American 
citizen here who deposited his money there as a depositor in this 
bank and those who are currently carrying on business under the 
appreciated and depreciated values of the currency / 

Mr. Coturns. In the case of the company doing business in Japan, 
that company will try to do everything he can to protect himself 
against any currency depreciation. 

“That is the purpose of course why during this period before July 
1941, we asked for Japanese Government licenses to remit out of 
Japan the currency that would pay us back for the oil that we were 
importing into Japan. 

Mr. SmirHey. Mr. Collins, does your company do business in 
Japan today ¢ 

Mr. Conuins. Yes, sir. 

Mr. Suirurey. Have you sought to recover against the bank in 
Japan / 

Mr. Cotitns. No. A good many of these claims are claims which 
were lost during the war. The custodian in Japan took over our 
property and those accounts, a good many of them were liquidated. 
Furthermore, I don’t know about the yen certificates, but deposit 
accounts like this I doubt very much whether it is possible to obtain 
any relief from the banks in Japan. 

Indeed, I believe all of these banks have been entirely liquidated in 
Japan. 

Mr. Smiruey. What is the status of your company’s claim with the 
Office of Alien Property to date? 

Mr. Cotirns. It is pending. 

Mr. Smirney. No hearing has been held on it. 

Mr. Cotitns. No hearing has been held. We have been trying for 
years to get action on it. 

Mr. Smiruey. It was filed on what date? 

Mr. Corxtns. These claims were for the most part filed prior to 
1947, I believe, maybe earlier. 

Mr. Smiruey. I have no further questions. 

Senator Jounston. If the bank in Japan would pay off the yen, you 
would lose in the transaction ¢ 

Mr. Coritns. Certainly. The yen of course does not do us any 
good. We can’t pay any dividends to our shareholders in yen. If we 
have to translate the yen back into dollars, when you do that that 
would depreciate its value and the claim would be extinguished 
completely. 

Senator Jonnston. Anything else you would like to add? 

Mr. Cottrys. I think not, Mr. Chairman. 

Senator Jounsron. Any further questions? 

Mr. Smiruey. No, sir. 

Senator JoHnston. We are glad to have you come before us. 

The subcommittee will adjourn for lunch and be back at 2 o’clock, 
at which time we will take up consideration also of S. 2226. 

(Whereupon at 12:15 p. m., the hearing recessed to reconvene at 
2 p.m. of the same day.) 
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AFTERNOON SESSION 


Senator JoHnston. The committee will come to order. 

Mr. Reporter, at this point I wish to insert in the record a copy of 
S. 2296. 

(The document referred to is as follows:) 


[S. 2226, 84th Cong., Ist sess.] 


A BILL To authorize the Attorney General to dispose of the remaining assets seized under 
the Trading With the Enemy Act prior to December 18, 1941 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Attorney General, notwithstanding 
any provisions to the contrary in the Trading With the Enemy Act, as amended, 
or the Settlement of War Claims Act of 1928, as amended, is authorized and 
directed as soon as practicable after the date of enactment hereof— 

(a) to transfer to the Secretary of the Treasury for deposit in the mis- 
cellaneous receipts of the Treasury all cash credited, or which may here- 
after be credited, on the books of the Attorney General in the following ac- 
counts maintained with respect to property or interests acquired by the 
United States prior to December 18, 1941, under the Trading With the Enemy 
Act, as amended: 

(1) Trust Numbered 47667, Consolidated Unclaimed Balances Account; 

(2) Trust Numbered 47669, Unpayable Balances Account ; 

(3) Government Earnings—Interest Account; and 

(4) Undistributed Income—lInterest Reserve ; 

(b) to transfer to the Secretary of the Treasury the assets, other than 
cash, credited on the books of the Attorney General in Trust Numbered 
47863, German claimants, maintained with respect to property or interests 
acquired by the United States prior to December 18, 1941, under the Trading 
With the Enemy Act, as amended. The Secretary of the Treasury shall, if 
possible, liquidate such assets and deposit the net proceeds of their liquida- 
tion in the German Special Deposit Account created under section 4 of the 
Settlement of War Claims Act of 1928. The Secretary of the Treasury is 
authorized in his sole discretion at any time to abandon or destroy any asset 
transferred to him pursuant to this subsection upon his determination that 
such asset has no value or a value less than the cost of its liquidation ; 

(c) to transfer to the Secretary of the Treasury the cash credited on the 
books of the Attorney General in Trust Numbered 6179, Osterreichisch 
Ungarische Bank, Vienna, maintained with respect to property or interests 
acquired by the United States prior to December 18, 1941, under the Trading 
With the Enemy Act, as amended. Such cash shall be carried with the 
Treasury in accounts in the names of Czechoslovakia, Rumania, and Poland 
blocked in accordance with Executive Order 8389 of April 10, 1940, as 
amended. The respective amounts to be credited to the three accounts shall 
be certified to the Secretary of the Treasury by the Attorney General; 

(d) to transfer to the Secretary of the Treasury the cash credited on the 
books of the Attorney General in the following accounts maintained with 
respect to property or interests acquired by the United States prior to 
December 18, 1941, under the Trading With the Enemy Act, as amended: 

(1) Trust Numbered 47675, Polish claimants; 

(2) Trust Numbered 47677, Czech claimants ; and 

(3) Trust Numbered 47687, Bulgarian, Hungarian, and Rumanian claim- 

ants. 
Such cash shall be carried with the Treasury in accounts in the names of 
persons certified to the Secretary of the Treasury by the Attorney General 
to be claimants thereto. The respective amounts to be credited to these 
accounts shall likewise be certified to the Secretary of the Treasury by the 
Attorney General. The Secretary of the Treasury shall maintain these 
accounts subject to proof of claim satisfactory to him submitted by any 
claimant in whose name any account is carried, or by the successors in 
interest to such claimant: Provided, That amounts determined to be payable 
upon proof of claim shall be subject to such applicable blocking regulations 
issued under Executive Order 8389 of April 10, 1940, and amendments there- 
to, as shall remain in force at the time; and 
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(e) to transfer to the Secretary of the Treasury, pending the ultimate 
disposition thereof, the participating certificates issued to the Alien Prop- 
erty Custodian or the Attorney General pursuant to section 25 of the Trad- 
ing With the Enemy Act, as amended. 

Sec. 2. (a) No person shall have any claim to any cash or other assets trans- 
ferred by the Attorney General to the Secretary of the Treasury pursuant to 
section 1 except persons claiming cash transferred pursuant to subsection (c) 
or (dad) thereof. 

(b) The cash or other assets transferred by the Attorney General to the Secre- 
tary of the Treasury pursuant to section 1 shall not be liable to lien, attach- 
ment, garnishment, trustee process or execution, or subject to any order or de- 
cree of any court. 

Sec. 3. The Trading With the Enemy Act, as amended, is further amended by 
striking paragraph 15 of subsection (b) of section 9. 

Sec. 4. The word “person,” as used herein, shall be deemed to mean an individ- 
ual, partnership, association, or other unincorporated body of individuals, or 
corporation or body politic. 


Senator JouNnstron. S. 2226 has for its primary purpose a final 
disposition of the remaining assets seized under the Trading With 
the Enemy Act prior to December 18, 1941. 

The Trading With the Enemy Act has been in effect since 1917, 
with the many and varied amendments. There have been many ad- 
judications by the courts under the act. The matter of the Govern- 
ment holding former enemy assets which have been seized in time 
of war without some time making final disposition of the same raises 
many, many questions. 

I will ask the counsel for the subcommittee and counsel from the 
judiciary committee to proceed with the witnesses at this time. 

The first witness ? 

Senator Jonunsron. Mr. Gross. 


TESTIMONY OF SIDNEY GROSS, CHIEF, LEGAL AND LEGISLATIVE 
SECTION, OFFICE OF ALIEN PROPERTY, ACCOMPANIED BY 
THOMAS H. CREIGHTON, JR., CHIEF, CLAIMS SECTION, OFFICE 
OF ALIEN PROPERTY, DEPARTMENT OF JUSTICE 


Senator Jounston. I would like to have the record note at this 
time the comment of the State Department in its communication 
under date of September 22, 1955, signed by Florence Kirlin, Acting 
Assistant Secretary. 

(The document referred to is as follows:) 


DEPARTMENT OF STATE, 
Washington, September 22, 1955. 
Hon. OLIN D. JOHNSTON, 
United States Senate. 


DEAR SENATOR JOHNSTON: I refer to Mr. Wood’s letter of September 15, 1955, 
informing the Secretary of State that hearings on S. 1147 and S. 2226 are sched- 
uled for September 29, 1955. 

The Department of State considers that the legislation proposed in S. 2226 
is essentially of a technical nature lying within the special knowledge of the 
Department of Justice. However, insofar as the legislation provides for the 
disposition of certain World War I claims of foreign nationals, the Depart- 
ment favors its enactment from a foreign relations point of view. The disposi- 
tion envisaged appears to be an appropriate one taking into account the small- 
ness of the claims, their presumed abandonment, and the administrative im- 
practicality of any other solution. 

In view of the technical nature of this bill and the above statement as to the 
Department’s views, the Department does not believe that it will be necessary 


to have witnesses testify at the hearings and will not do so unless otherwise 
requested by the committee. 





DEBT CLAIMS AND WORLD WAR I ASSETS ol 


The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. The Department will comment 
on 8. 1147 in a separate letter. 

Sincerely yours, 


FLORENCE KIRLIN, 
Acting {ssistant Secretary 
(For the Secretary of State) 
Senator JounsTon. At this point I wish to insert in the record the 
statement which accompanied the draft of the bill. 
(The document referred to is as follows:) 


EXPLANATORY STATEMENT ACCOMPANYING LEGISLATIVE PRoposAL To AUTHORIZE 
THE ATTORNEY GENERAL To DISPOSE OF THE REMAINING ASSETS SEIZED UNDER 
THE TRADING WITH THE ENEMY ACT PRIOR TO DECEMBER 18, 1941 


The attached legislative proposal is designed to accomplish the termination 
of the administration by the Department of Justice through its Office of Alien 
Property of assets derived from the World War I seizures of enemy property 
and interests under the Trading With the Enemy Act. These assets, which can- 
not be disposed of under present law, consist of approximately $793,000 in cash, 
a few items of small or doubtful value which cannot now be liquidated, and 
certain Treasury certificates held by the Office of Alien Property. Other assets 
derived from World War I seizures are also in the custody of the Office of Alien 
Property at the present time but will shortly be disposed of under existing law. 

A summary of a portion of the history of the administration of property seized 
during World War I under the Trading With the Enemy Act, as amended, will 
afford a clearer understanding of the provisions of the draft legislation, a section- 
by-section analysis of which is herein contained. 

The Trading With the Enemy Act, which was passed on October 6, 1917, author 
ized the seizure of assets in the United States owned by an “enemy or ally of 
enemy” as defined in section 2 of the act. Section 9 provided for administrative 
and judicial returns of seized assets to former owners who established that they 
were not enemies or allies of enemies. The Winslow Act of March 4, 1928 (42 
Stat. 1511), authorized the return of seized property up to $10,000 in value to 
former enemy owners of such property. 

In 1922 the United States and Germany entered into an agreement (42 Stat. 
2200) which created the Mixed Claims Commission, United States and Germany, 
for the purpose of adjudicating claims of the United States and its nationals 
against Germany for certain loss or damage arising out of World War I. The 
agreement provided no means for the satisfaction of awards made by the Mixed 
Claims Commission. This lack was remedied by the Settlement of War Claims 
Act of 1928 (45 Stat. 254), which also provided for the return of seized German 
property in addition to that returned under the Winslow Act and for the adju- 
dication and payment by a War Claims Arbiter of certain claims of German 
nationals against the United States. More particularly, the Settlement of War 
Claims Act of 1928 amended the Trading With the Enemy Act to authorize the 
immediate return of SO percent of the property still held by the Alien Property 
Custodian after the payment of $10,000 under the Winslow Act. However, 
return of 80 percent of his property to a claimant was made contingent upon 
his filing a written consent to the postponement of the return of the remaining 
20 percent. 

The Settlement of War Claims Act created an account in the Treasury Depart- 
ment designated as the German special deposit account which was composed 
of— 

1. The 20 percent of German property temporarily withheld from return 
by the Alien Property Custodian ; 

2. Certain other funds eventually returnable to German nationals con- 
sisting of their share of unallocated interest earned from the lump-sum 
investment of seized assets by the Secretary of the Treasury ; 

3. Amounts appropriated by Congress in connection with the payment of 
awards to German nationals by the War Claims Arbiter; and 

4. All amounts received by the United States, whether before or after the 
enactment of the act, for application in payment of awards of the Mixed 
Claims Commission. 
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The source of item 4 at the date of the passage of the act was the annual 
reparations payment received by the United States from Germany under the 
Dawes plan. 

Pursuant to a directive in the act, the Treasury issued to the Alien Property 
Custodian or to the Attorney General, as his successor, participating certificates 
bearing interest at the rate of 5 percent for withheld German property deposited 
in the German special deposit account and non-interest-bearing participating 
certificates for the amounts of unallocated interest deposited in the account. 
The total face value of the 2 types of certificates is $57,419,820.73. 

The Settlement of War Claims Act also directed the Treasury to make pay- 
ments from the German special deposit account in discharge of certain obliga- 
tions in the order of priority specified as follows: 

1. Administrative expenses. 

2, 3, 4, and 5. Installments of awards entered on behalf of Americans by 
the Mixed Claims Commission, up to a maximum of 80 percent. 

6 and 7. Awards to Germans by the War Claims Arbiter up to a maximum 
of 50 percent. 

8. Five percent interest on the participating certificates held by the Alien 
Property Custodian by virtue of his transfers of the 20 percent of German 
property temporarily withheld from return. 

9. Interest on unpaid amounts of awards of the Mixed Claims Commis- 
sion and the War Claims Arbiter. 

10. (a) Repayment to the Alien Property Custodian of the 20 percent 
withheld German property evidenced by the participating certificates. 

(b) Payment of balances of awards of the War Claims Arbiter. 

(c) Payment of balances of awards of the Mixed Claims Commission. 

11. Repayment to the Alien Property Custodian of the amount of unallo- 
cated interest returnable to Germans evidenced by the participating 
certificates. 

12. Payment of the amounts of awards of the Mixed Claims Commission 
to the United States Government for its own account. 

13. Payment into the Treasury of any remaining amounts. 

Thus, the Settlement of War Claims Act was intended to dispose of the war 
claims of the United States, its nationals, and German nationals and to effect an 
immediate 80-percent and ultimate 100-percent return of German property 
seized under the Trading With the Eenemy Act. As it developed, however, the 
funds originally provided in the act for deposit in the German special deposit 
account were insufficient to satisfy the above-listed obligations. As a result, the 
United States and Germany entered into an agreement known as the Debt 
Funding Agreement of 1980 (46 Stat. 500). By its terms, the United States, in 
lieu of paymerfts received under the Dawes plan, accepted Germany’s obligation 
to make 103 semiannual payments in dollars, equivalent to 40,800,000 reichs- 
marks each, and accepted 103 German Government bonds as evidence of the 
obligation. It was intended that, as the bonds were redeemed by Germany, the 
proceeds were to be deposited in the German special deposit account and applied 
on the obligations payable therefrom. In this way sufficient funds would be 
available over the years to satisfy all the obligations. However, Germany made 
only 3 payments and defaulted in 1931. 

By the Harrison resolution of June 27, 1934 (48 Stat. 1267), Congress directed 
that, so long as Germany was in arrears under the Debt Funding Agreement of 
1930, all transfers of money or other property under the Trading With the 
Enemy Act and Settlement of War Claims Act should be postponed except 
transfers for the payment of awards of the Mixed Claims Commission and 
transfers to such classes of persons as the President in his sole discretion might 
permit. After passage of the Harrison resolution, Executive orders were issued 
removing the restrictions as to all transfers except those to German nationals. 

On account of Germany’s default under the Debt Refunding Agreement of 
1930, only the first 7 of the above-listed priorities had been paid by August 1947. 
In other words the funds deposited in the German special deposit account had 
been insufficient to satisfy the awards of the Mixed Claims Commission and to 
permit any payments on the participating certificates issued by the Treasury, 
which by 1947 had come into the possession of the Office of Alien Property as 
successor to the Office of Alien Property Custodian. Public Law 375, 80th 
Congress, approved August 6, 1947 (61 Stat. 789), directed that the proceeds of 
liquidation of the assets subject to the prohibition of the Harrison resolution 
be deposited in the German special deposit account. In addition, Public Law 
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375 rearranged the order of priority of the unpaid obligations so that all of the 
obligations owing to Americans and to the United States Government would be 
satisfied prior to the payment of any amounts on the participating certificates 
held by the Office of Alien Property er on awards to Germans by the War Claims 
Arbiter. In this way, the assets subject to the prohibition of the Harrison 
resolution were made available to the American holders of Mixed Claims Com- 
mission awards. At the same time, the possibility of redemption of the partici- 
pating certificates was made more remote. 

The outbreak of World War II in 1939 resulted in the virtual cessation of the 
return of assets not prohibited under the Harrison resolution. With the end 
of the war the program of returning such assets was resumed and has been 
carried forward as far as possible for the time being. Public Law 375, 50th 
Congress, made possible the disposition of virtually all the assets subject to the 
prohibition of the Harrison resolution. 

As a result, the assets remaining to be disposed of by the proposed bill consist 
of (1) non-German funds which are not claimed by anyone or, for reasons ex- 
plained below, cannot be paid to claimants, (2) German-owned items which 
cannot be transferred to the German special deposit account under Public Law 
875 because they cannot presently be reduced to cash, and (3) the participating 
certificates issued by the Treasury and held by this Office. Set forth below is a 
section analysis of the draft legislation which describes these assets more par- 
ticularly and explains the proposed treatment to be accorded them. 

Section 1 (a) is concerned with the following four accounts: 

(1) Trust No. 47667, consolidated unclaimed balances account, which 
contained $188,837.09, as of January 31, 1955. This account is made up for 
the most part of non-German funds for which no claims were filed. The bal- 
ance of the account consists of non-German funds for which claims were once 
filed but subsequently abandoned and of small supplementary sums payable 
on once-paid non-German claims for which the claimants have never come 
forward. 

(2) Trust No. 67669, unpayable balances account, which contained $176,- 
969.21, as of January 31, 1955. This account consists in part on non-German 
funds claimed by persons whose whereabouts are unknown because of death 
or change of residence. The remainder of the account consists of a number 
of small sums ranging from $0.50 to $15 allocated to non-German claimants 
upon final audit. These sums were deemed either by the claimant or by 
the Government to be too small to justify the expense of establishing a basis 
for payment. 

(3) Government earnings—Interest account which contains $176,343.64. 
This sum is the balance of certain interest amounting to more than $34 mil- 
lion earned as a result of the Treasury’s investment of the cash proceeds 
of seized assets under section 12 of the Trading With the Enemy Act. The 
Winslow Act of 1923 provided that future earnings of seized assets should 
be paid to the former owners. The Settlement of War Claims Act of 1928 
provided that the interest earnings which had accrued prior to the Winslow 
Act plus subsequent interest on such accrued earnings should be credited to 
the accounts of former owners in proportion to the amounts of cash derived 
from their seized assets. That act also directed that actual distribution of 
such credited sums be made to non-Germans immediately. Eventually it 
became necessary to discontinue these distributions because of the cessation 
of interest earnings. The amount of $176,343.64 is the remainder of the 
interest earnings on hand when distributions were halted. These funds 
were not distributed because it would have been impracticable to attempt 
to ascertain the share of each-non-German claimant. Further, any sums 
which might have been established would have been too small to justify the 
expense of distribution. 

(4) Undistributed income—Interest reserve, which contains $2,160.94. 
The allocation of current earnings after the passage of the Winslow Act 
was made semiannually and involved a great number of calculations. A 
balance of $2,500 was reserved at the time of each allocation to provide for 
the correction of any errors which might be later discovered. The sum of 
$2,160.94 is the balance remaining after the last allocation. 

Inasmuch as all the above-described funds are in effect derelict property and, 
as a practical matter, cannot be paid to proper claimants, section 1 (a) is drawn 
to transfer them to the Treasury for the benefit of the United States. 
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Section 1 (b) deals with a few items of German-owned property which cannot 
be converted to cash and thus cannot be transferred to the German special 
deposit account under Public Law 375, 80th Congress. These items consist of 
three remainder interests in decedents’ estates and of certain bonds issued by 
German municipalities now behind the Iron Curtain. Section 1 (b) provides 
that they shall be transferred to-the Secretary of the Treasury, who is to liqui- 
date them, if possible, and credit the proceeds of liquidation to the German 
special deposit account. The Secretary of the Treasury is given the authority 
to destroy or abandon the bonds and remainder interests if he should ultimately 
determine them to have no value or to be worth less than the cost of liquidation. 

Section 1 (c) is concerned with seized assets which were the property of a 
liquidated bank, the Autro-Hungarian Bank. All the seized assets have been 
returned for the benefit of certain governments except the sums of $87,294.12, 
$30,767.58, and $87,294.12, which are payable to the Governments of Czecho- 
slovakia, Poland, and Rumania, respectively. Section 1 (c) would authorize 
the transfer of these sums to accounts in the Treasury to be blocked under 
Executive Order 8389, as amended. Blocking controls are exercised under this 
Executive order with respect to assets of Iron Curtain countries and their 
nationals which were located in the United States prior to its entry into 
World War II. 

Section 1 (d) relates to the following accounts: 

(1) Trust No. 47675, Polish claimants, containing $14,030.39. 

(2) Trust No. 47677, Czech claimants, containing $20,733.06. 

(3) Trust No. 47687, Bulgarian, Hungarian, and Rumanian claimants, 
containing $10,563.08. 

The funds in these accounts were claimed prior to World War II by nationals 
of the respective countries. Very little information has been received concern- 
ing any of the claimants since the end of the war and no payments have been 
made on their claims since these countries came under Communist control. 
Section 1 (d) would authorize the transfer of the funds in these accounts to 
accounts in the Treasury in the names of the various claimants. The accounts 
in the Treasury would be blocked under Executive Order 8389, as amended. The 
Secretary of the Treasury would be authorized to approve the claims at such 
time as proof could be made, subject, however, to any restrictions in existence 
pursuant to Executive Order 8389, as amended. 

Section 1 (e) is concerned with the participating certificates which have been 
issued against the 20 percent withheld German property and the interest earn- 
ings payable to Germans. Under existing law any funds ultimately payable 
on the certificates by reason of future German redemption of bonds issued under 
the 1930 debt refunding agreement would be earmarked for German claimants. 
In this connection, it is pertinent to note an agreement ratified by the Senate on 
July 13, 1953, known as the Agreement Between the United States and the 
Federal Republic of Germany Relating To Indebtedness of Germany for Awards 
Made by the Mixed Claims Commission, United States and Germany. By this 
agreement, the West German Government bound itself to pay to the United 
States a total of $97,500,000 in installments over the next 26 years, to be used 
in full discharge of Germany's obligations with respect to awards of the Mixed 
Claims Commission to private United States nationals. The German Govern- 
ment also agreed to issue new bonds to the United States as evidence of these 
obligations. The United States agreed that upon receipt of the newly issued 
bonds it would cancel and deliver those of the defaulted bonds it holds under 
the debt refunding agreement of 1930 which bear dates of maturity on or prior 
to March 31, 1943. 

It is extremely unlikely that any provision will ever be made for the redemp- 
tion of bonds issued under the Debt Refunding Agreement of 1930 in addition 
to those covered by the agreement described in the preceding paragraph. Fur- 
thermore, if such redemptions did occur, the present provisions of the Settle- 
ment of War Claims Act of 1928, as amended, would give the Mixed Claims 
Commission awards in favor of the United States Government a priority over 
payments to German claimants whose assets are represented by the participating 
certificates. In essence, therefore, the participating certificates held by this 
Office are fictitious assets insofar as this Office is concerned and are merely 
evidence of claims against their own Government insofar as Germans are con- 
cerned. It would appear to be unnecessary for this Office to continue to hold 
these certificates. Accordingly, section 1 (e) of the draft bill would authorize 
the Attorney General to transfer them to the Secretary of the Treasury pend- 
ing their ultimate disposition. 
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Section 2 would bar any claims to the assets transferred to the Treasury 
except those placed in blocked accounts and would bar the imposition of liens 
and other encumbrances against the transferred assets 

Section 3 would repeal a provision of the Trading With the Enemy Act pro- 
hibiting disposition of the Austro-Hungarian Bank funds described above other 
than to the liquidators of the bank. 

Section 4 contains a definition of the word “person” which is used in section 
2 of the Trading With the Enemy Act, as amended. 

Mr. Gross. My statement is very short. I think it may be sub- 
mitted. 

Senator JOHNstToN. It isso short, read it if you wish. 

Mr. Gross. All right. 

I am here in response to your invitation to the Department of Jus- 
tice to express its views concerning S. 2226. 

I wish to urge the enactment of this bill, which was submitted to 
each House of Congress by the Attorney General on June 7, 1955, with 
a request for early passage. The bill is concerned with the small por- 
tion of assets originally seized by the World War I Alien Property 
Custodian which remain under administration by the Office of Alien 
Property in the Department of Justice. 

The Office of Alien Property has gone as far as it can toward dis- 
posing of World War I property under present law and requires legis- 
lation to permit its disposition of the assets still on hand. 

The value of these remaining : assets, aside from certain certificates 
issued by the United States Treasur y, is approximately $800,000, The 
value of the certificates, which are in the face amount of $57,419,820.73, 
is contingent upon Germany’s honoring its defaulted obligation under 
a debt refund agreement entered into with the United States in 1930. 

Senator JoHNstTon. Can you give some reason why that has depreci- 
ated so much ¢ 

Mr. Gross. It is not a matter of depreciation, Mr. Chairman. What 
happened was that these certificates were issued by the Treasury De- 
partment to the Alien Property Custodian at the time the Alien 
Property Custodian turned over to the Treasury the 20 percent with- 
held from the return to Germans whose property has been seized. 
The return was made in connection with and as a result of the Settle- 
ment of War Claims Act of i928. 

These certificates were issued then by the Treasury Department to 
the Custodian as an acknowledgment of the Treasury’s receipt of 
this 20 percent. 

The payment of these certificates was contingent upon Germany 
recognizing and paying its obligations under the 1930 arrangement. 
That obligation was represented by and evidenced by bonds which 
the German Government issued. Those bonds have never been paid. 
Consequently there is no money with which to redeem these cer- 
tificates. Thus the problem isn’t one of devaluation, it is one of non- 
fulfillment of Germany’s obligations. 

Senator Jounsron. | thought something ought to be inserted in the 
record which shows more than $57 million of the face amount of the 
certificates when you say there is approximately $800,000. 

Mr. Gross. Yes. Weil, Mr. Chairman, at the time the bill was sent 
to Congress by the Attorney General he submitted with it an explan- 
atory statement which covers the entire matter and explains the 
basis for the provisions of the proposed legislation. 
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Any redemptions of certificates which would result from Germany’s 
resumption of its obligation would accrue to the benefit of Germans 
whose property was seized during World War I. 

Consequently, the certificates “have no real value to the United 
States. 

Most of the World War TI funds held by the Office of Alien Prop- 
erty are essentially derelict assets because they are unclaimed, aban- 


doned, or too small in amount to justify the location of proper 
claimants. 

S. 2226 provides for covering all these funds into miscellaneous 
receipts of the Treasury. It provides for transfer of the remaining 
assets, including the Treasury certificates, to the Treasury Depart- 
ment for custody pending the time when proper disposition can be 
made, 

Section 1 (c) of S. 2226 directs the Attorney General to transfer 
Czechoslovakian, Polish, and Rumanian Government funds to the 
Treasury to be carried in blocked accounts. 

The Rumanian funds in the amount of $87,294.12 have become sub- 
ject to vesting and application to the eee of American 
claimants against Rumania under Public Law 285, 84th Congress (69 
Stat. 562), which was enacted after the drafting and introduction of 
S. 2 YDIPOG, 

It will be appropriate to amend section 1 (c) of the bill to provide 
for application of the funds directly to the purposes of Public Law 
285. The Department will be pleased to submit amendatory 
language. 

In light of the desirability of winding up the work of the Office of 
Alien P roperty as rapidly as possible, the Office should be enabled to 
terminate its administration of World War I assets. Accordingly, 
the Department urges the passage of S. 2226. 

I wish to convey the appreciation of the Department for this op- 
portunity to express its support of 5. 2226. 

And with your permission, Mr. Chairman, I would like to have Mr. 
Creighton again participate in replying to any questions that are 
asked because Mr. Creighton has been administering this World War I 
program for many years. 

Senator Jounston. We will be glad to have him do so. 

Mr. Woop. Mr. Creighton, will you outline briefly the assets in each 
of the accounts which go into the receipts of the Treasury, with the 
exception of the one on page 3, paragraph (c), which is subject to the 
suggested amendment ? 

Mr. CreicutTon. The trust number 47667 is entitled “Consolidated 
Unclaimed Balances Account.” It contains $188,837.09 as of January 
d1, 1955. 

This account is made up for the most part of non-German funds for 
which no claims were filed. The balance of the account consists of 
non-German funds for which claims were once filed but subsequently 
abandoned and of small supplementary sums payable on once paid 
non-German claims for which claimants have never come forward. 

There has been a slight change in that account and as of today 
it contains $188,770.27. 

Trust No. 47669, “U npayable Balances Account,” which contained 
as of January 31, 1955, $176,969.21. There has also been a change 
in this account and tod: ay it contains $183,644.27. This account con- 
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sists in part of non-German funds claimed by persons whose where 
abouts are unknown because of death or change of residence. 

The remainder of the account consists of a number of small sums 
ranging from 50 cents to $15 allocated to pen German claim: pee upon 
final audit. These sums were deemed either by the claimant or by the 
Government to be too small to justify the expense of establishing ih 
basis for payment. 

Three is entitled “Government Earnings Interest Account,” which 
contains $176,343.64. 

That account remains the same. This sum is the balance of certain 
interest amounting to more than $34 million earned as a result of the 
Treasury investment of cash proceeds of seized assets under section 12 
of the Trading With the Enemy Act. 

The Winslow Act of 1923 provided that future earnings of seized 
assets should be paid to the former owners. The Settlement of War 
Claims Act of 1928 provided that the interest earnings which had 
accrued prior to the Winslow Act plus subsequent interest on such ae 
crued earnings should be credited to the accounts of former owners 
in proportion to the amounts of cash derived from their seized assets. 

That act also directed that the actual distribution of such credite .d 
sums be made to non-Germans immediately. Eventually it became 
necessary to discontinue these distributions because of the cessation of 
interest earnings. 

The amount of $176,343.64 is the remainder of the interest earnings 
on hand when distributions were halted. 

These funds were not distributed because it would have been im 
practical to attempt to ascertain the share of each non-German claim 
ant. Further, any sums which might have been established would 
have been too small to justify the expense of distribution. 

The next account is entitled “Undistributed Income, Interest Re- 
serves.” This account contains $2,160.94. The allocation of current 
earnings after the passage of the Winslow Act was made semiannually 
and involved a great number of calculations. A balance of $2,500 was 
reserved at the time of each allocation to provide for the correction of 
any errors which might be later discovered. 

The sum of $2,160.94 is the balance remaining after the last alloca 
tion. 

Senator Jounsron. Any questions ? 

Mr. Woop. With the amendment, which Mr. Gross referred to in 
his statement, which will eliminate the unnecessary transfer and 
blocking and considerable bookkeeping on the part of the Alien Prop- 
erty Office and the Treasury Department, is it your opinion that this 
hill as amended will wholly eliminate all of the assets of World 
War I? 

Mr. Cretenron. Insofar as any administration by the Attorney 
General is concerned. 

Mr. Woop. But does leave the matter open for future claimants to 
come in or present claimants to come in the future and seek relief from 
the Treasury Department ? 

Mr. Cretenton. Only with respect to funds held in trust which are 
set up for claimants in what we call certain Iron Curtain countries. 
For example, trust No. 47667, which is entitled “Bulgarian-Hun- 
garian and Rumanian Claimants,” has in it as of June 30, 1955, $10,- 
563.08. 
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Under this bill this amount of money would be transferred to the 
Secretary of the Treasury to be held by him in blocked accounts in the 
names of the last known owners thereof, according to our records. 

Senator JoHnstTon. So the only thing they would have to do is come 
in and prove that they were the legitimate parties to receive these 
funds? 

Mr. Creienton. Except for this, Senator. Under present law and 
regulations issued by the Secretary of the Treasury pursuant to the 
law, no Government checks are sent to people residing in Bulgaria, 
Hungary, and Rumania. 

Senator Jounsron. They are just being held? 

Mr. Cretauton. They are being held. According to our records, 
this amount of $10,563.08 was claimed by 15 claimants. Four of those 
claims are under $50. Two of them run from $50 to a hundred 
doliars. Five of them run from $101 to $200. And 2 of them run 
from $201 to $300. And there is 1 claim for $3,613.50 and 1 claim for 
$5,463.84. 

Mr. Woop. Would you care to express an opinion, Mr. Creighton, 
as to the transfer of even these small accounts to the miscellaneous 
receipts of the Treasury, creating a right of action for those possible 
claimants in the Court of Claims and , giving some limitation of time 
in order to completely wipe out the entire assets, thereby removing 
them from further governmental difficulties ? 

Mr. Creieuron. I personally would see no objection to that. Ex- 
cept it may be inconsistent with the so-called satellite asset bill, that 
is Public Law 285, which deals with property of Bulgaria and Hun- 
garia and Rumania seized during this World War II and under that 
bill the assets which we have belonging to natural persons, indi- 
viduals, is paid over to the Treasury Department and held by the 
Treasury Department in blocked accounts. 

We are directed to divest ourselves of the property of individuals 
of those countries and pay it into blocked accounts in the Treasury 
Department. 

Senator Jounsron. These assets of World War I are so old, don’t 
you believe it would probably be best to treat them in a little different 
way than those of World War II? 

Mr. Crercuron. Personally I would have no objection to it. I do 
not know how many of these claims have been active during the last 
years, since we have not processed them because of the prohibition 
against any payments to the claimants. 

It may be that some of these claimants have never been heard 
from, if you want to clean up and wipe out any further administrative 
action with respect to World War I assets, covering these assets into 
the Treasury would come nearer doing that than placing them in 
blocked accounts. 

But whether you want to treat these World War I claimants in 
the same manner as World War II claimants are treated under Pub- 
lic Law 285, 84th C en is something for Congress to decide. 

Senator Jounston. I don’t think it would be inconsistent. There is 
a difference between World War I assets and World War II assets 
on account of the age of them. 

Mr. Creicuron. I think that is right, Senator. 
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Mr. Woop. What suggested limit of time would you make, if you 
have a suggestion to make with respect to the allowance of those 
possible e laimants to file suit for them in the Court of Claims? 

Mr. Creieuron. That is a very hard question to answer for the 
simple reason that I don’t know what notice would be given to them 
or anything of that sort or how they may obtain the notice that they 
have the right to file a suit. 

But I would suggest not more than 2 years. 

Do you want the breakdown—— 

Senator Jounsron. That would certainly be liberal enough for it, 
for the simple reason that a lot of States give only 2 years in cases 
of accident for you to sue. 

Mr. Creiguton. That is right. As you can see from the breakdown 
of this particular trust, there are comparatively small sums of money 
involved in all of them, except two claims. They are all under $300 
except 2 claims. 

Mr. Smiruey. Mr. Creighton, is it clear that all of these claimants 
are behind the Iron Curtain at the present time ¢ 

Mr. Creicuton. As far as we know. If we had received any word 
that a claimant was not behind the Iron Curtain and had filed a claim 
we would have given it consideration. 

Mr. Smiruey. Is it possible that some of them might even be en- 
gaged in actions detrimental to the United States ? 

Mr. Creicuron. That is possible. I have no information upon 
that subject. 

Then in Trust No. 47677, which is entitled Czechoslovakian claims, 
the balance as of June 30, 1955, is $20,733.06. Now there are 95 claims 
then filed against this amount of money which are pending. 

Of those | 95 claims we have broken them down as follows: From 
$1 to$15,29 claims. From $16 to $25,19 claims. From $26 to $50, 14 
claims. From $51 to $150, 12 claims; $151 to $250, 7 claims: 
$251 to $500, 5 claims; $501 to $1,000, 3 claims; $1,001 to $2,500, 3 
claims; $2,501 to $3,500, 2 claims; and 1 claim of $3,600 plus. 

The claims from $1 to $15 averaged per claim $7.30. I don’t suppose 
you are interested in the rest of that. 

Senator Jounston. It just shows that the claims are in very small 
amounts. 

Mr. Creicutron. That is right, sir. 

Now then with respect to the Trust No. 47675, Polish claims, there 
are 24 claims. The total amount in this trust is $14, 030. 39. We have 
2 claims from $1 to $15. Two claims from $16 to $25. Four claims 
from $26 to $50. Five claims from $51 to $150. Two claims from 
$150 to $250. One claim at $490. Two claims from $500 to $1,000, 
Five claims from $1,001 to $3,000. And one claim for $3,650. 

Now, then, as you know, the same situation does not exist with re- 
spect to Poland and Czechoslovakia that exists with respect to 
Rumania, Hungaria, and Bulgaria, because of the so-called satellite 
assets legislation, Public Law 285. But the processing of those claims 
has been held up because they are behind the Iron Curtain and no 
checks can be sent there. 

Whether these people are all still residing in Czechoslovakia is 
beyond our knowledge. If we had received information they they are 
not, we would have processed the claim. 
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Mr. Woop. There is a great probability that many of them are dead. 

Mr. Creiguron. The possibility exists that all of them are dead. 

Mr. Woop. The difliculty of proving this case in any aspect of the 
case would be enormous. 

Mr. Creicuron. That’s right. Unless the same individual that 
owned it at the time it was seized is still alive. If it was a business 
entity it has probably been nationalized under their laws and is now 
owned by the Government. 

Mr. Surrney. If a claim has been purchased is it clear as a matter 
of law, that any person who sought to claim by way of assignment or 
purchase would be limited to the amount he paid for it? 

Mr. Creiauron. I don’t believe an assignee as such would be an 
eligible claimant because the Assignment of Claim Act forbids the 
assignment of claim against the United States. With respect to 
all of these claims I do not believe that any of the claimants have 
any constitutional right because this property was all enemy property 
when taken. 

It was given back to them as an act of grace by Congress and as you 
know, in the Deutsche Bank case the Supreme Court of the United 
States said that right could be taken away from them anytime Con- 
aress saw fit to do so. 

I don’t think you would run into a constitutional question if you 
decide to pay it into the Treasury as miscellaneous funds or abandoned 
property. 

Senator Jounsron, That is under the general law that anything that 
Congress gives, they have the right to ts cole away, SIP. 

Mr. Creicuron. That is right, sir. 

Mr. Surrrney. I have no further questions. 

Mr. Cretanron. T do want to say that we would like to get some leg- 
islation along the line here so after a period of 34 years we can say 
that we have wound up World War I property and I will not be ac- 
cused of trying to perpetuate myself in office for another 34 years with 
respect to Ww orid War I property. 

Mr. Woon. And the purpose of my suggestion that they be allowed 
to go ‘nto the Court of Claims was not to transfer your headaches to 
the Treasu ry Department but to put it in the court. 

Senator Jonnston. Where it will be finally disposed of. 

Mr. Woop. Yes, sir. 

(Discussion off the record.) 

Senator Jonnsron. Are there any other witnesses present who want 
to be heard on S. 2226? 

Mr. McGuire. Inasmuch as there has been a reference to Public 
Law 285 I think I would rather speak informally if I may. 

Mr. Woop. I wanted to show that there was present at the start of 
the hearing Mr. Andrew T. McGuire, who is the General Counsel of 
the Foreign Claims Settlement Commission. 

Senator Jonnstron. Will you please raise your right hand? Do 
you swear that the evidence you are about to give before this sub- 
committee will be the truth, the whole truth, ‘and nothing but the 
truth, so help you God ? 

Mr. McGuire. I do. 





ieee | 


DEBT CLAIMS AND WORLD WAR I ASSETS 61 


TESTIMONY OF ANDREW T. McGUIRE, GENERAL COUNSEL, 
FOREIGN CLAIMS SETTLEMENT COMMISSION 


Senator Jounston. Please identify yourself. 

Mr. McGuire. Lam Andrew 'T. McGuire, General Counsel, Foreign 
Claims Settlement Commission of the United States. 

Senator Jounston. Located where / 

Mr. McGuire. In Washington. 

Senator Jonnston. Kindly give the street address where we may 
contact you. 

Mr. MoGutre. Tariff Commission Building, Mr. Chairman. On 
September 15, your General Counsel advised the Foreign Claims 
Settlement Commission that this hearing would take place and 1] 
informally advised him, on behalf of the Commission, that we would 
have no comments on this bill inasmuch as it appeared to affect World 
War IL assets as opposed to World War IL assets with which we are 
concerned. 

The Foreign Claims Settlement Commission has not been requested, 
formally, to comment on S. 2226. Tlowever, it has been requested by 
the House Interstate and Foreign Commerce Committee to comment 
on an identical bill, H. R. 6909, and I may say that our report has been 
cleared by the Bureau of the Budget as of this date. In pertinent part 
I would like to read our report of H. R. 6909 into the record. 

Senator Jonnsron. Proceed, since that bill is the same as S. 2226. 

Mr. McGuire. I understand so. H. R. 6909 would authorize the 
Attorney General, notwithstanding any provisions to the contrary in 
the Trading With the Enemy Act, as amended, or the Settlement of 
War Claims Act of 1928, as amended, to transfer to the Treasury 
Department cash credits and other assets of certain accounts derived 
from World War I seizures of enemy property and interests under 
the Trading With the Enemy Act prior to December 13, 1941. This 
Inll would facilitate the termination of the administration by the 
Office of Alien Property, Department of Justice, of assets derived from 
enemy property and interests seized during World War I which cannot 
be disposed of under present law. 

The bill makes no reference to the Foreign Claims Settlement Com- 
nussion or to the war claims fund, the assets of which are derived from 
the administration, liquidation, and distribution of vested assets of 
Germany and Japan and their nationals pursuant to section 39 of the 
Trading With the Enemy Act, as amended, and section 13 (a) of the 
War Claims Act of 1948. 

Section 39 prohibits the return of any German or J: upanese assets 
Ly the Office of Alien Property vested after December 7, 1941, and 
requires the proceeds thereof to be covered into the Treasury of the 
United States. 

Section 15 of the War Claims Act of 1948, as amended, created the 
war claims fund in the Treasury to consist of the funds covered into 
the Treasury under section 39 of the Tr ading With the Enemy Act. 

The interest of the Foreign Claims Settlement Commission in meas- 
ures relative to the Tr: ding With the Enemy Act extends only to 
legislative proposals that would affect the war claims fund or other 
funds pertaining to the payment of claims within the jurisdiction of 
the Commission or the functions of the Commission. 
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Inasmuch as the bill H. R. 6909 relates solely to the administration 
and transfer of assets derived from World War I enemy property and 
interests within the jurisdiction of the Department of Justice and have 
no bearing on World War II assets, the Foreign Claims Settlement 
Commission refrains from making any comment on the merits of the 
proposal. 

However, in light of the statement of Mr. Gross which appears to 
propose that certain Rumanian funds be deposited into the Treasury 
for appropriate administration under Public Law 285 of this present 
Congress, title 3 of which is administered by the Foreign Claims 
Settlement Commission, and which provides a claim settlement pro- 
gram for claims of American nationals arising during and subsequent 
to World War II, pertaiming to war damage claims, claims for the 
nationalization of property by Rumania, or certain governmental con- 
tractual obligations incurred by that country, I wish merely to com- 
ment at this time, that the funds which were or are in the process of 
being vested and liquidated and which belong to the Government of 
Rumania are very limited in relation to the size and amount of asserted 
claims of American nationals. 

I do not have the figures broken down, Mr. Chairman, but very 
briefly in relation to the Balkan countries, Bulgaria, Hungary, and 
Rumania, there are some estimated four-thousand-odd claimants with 
an estimated total of claims to be filed in excess of $125 million. There 
appear to be approximately $34 million with which to compensate 
those claims. 

And, therefore, if favorable action should be considered with respect 
to S. 2226, I think that the Foreign Claims Settlement Commission 
would want to comment further by way of communication to the com- 
inittee in the light of the Department of Justice proposal to prepare 
proper amendatory language proposing to make this estimate of 
$87,294.12 available to the Rumania claim funds under Public Law 
285, and I would request at this time the permission to further com- 
ment if it becomes appropriate at some future date in that respect. 

Mr. Smirnery. Mr. McGuire, would you be opposed to that amend- 
ment? Is that what you are indicating? 

Mr. McGutre. No, sir. I have not had an opportunity to study it. 

I wanted to point out the fact that as I just indicated, there is by 
far insufficient funds to meet the claims of American nationals in the 
availabilities under the Rumanian claims fund. 

Mr. Smirury. Maybe Mr. Creighton can answer this. 

Would it necessarily follow from this bill that once these assets 
went to the Treasury to be blocked that they would be subject to 
vestiture / 

Mr. CreicHron. Under the Satellite Act, Public Law 285, yes, sir. 
Thus, if we transfer as this bill now provides, we would immediately 
under Public Law 285 vest it and put it in the same Rumanian claims 
fund provided for in that law. 

Mr. Smirney. It would ultimately go to the same fund anyway ? 

Mr. Creicutron. Yes. What we are attempting to say ba sed on in- 
formal conferences we had with counsel of the committee is that we 
will try to draft an amendment to save those 2 or 3 additional steps. 

Mr. Woop. That would call to their attention, “Here it is, and you 
have this much to pay off on the accounts”? 

Mr. Creicutron That is right. 
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Mr. Smiruey. It makes a 1-step transaction out of a 3-step trans- 
action. 

Mr. Creieguron. That is right. 

Senator Jounstron. If that is true, you do not object to that, do you ¢ 

Mr. McGuire. No, sir. If what has just been said is true, then be- 

cause of not having the opportunity of seeing the statement before, I 
misinterpreted it. . 

Senator Jounsron. May I suggest that you study it and give us 
your opinion on it or agreement to it or wh: atever you may wish to do. 

Mr. McGuire. I certainly will, sir. 

Mr. Crerguton. Our office will be glad to cooperate with Mr. Me- 
Guire in drafting the amendment to the proposed bill. 

Senator Jounston. To see that it is carried out. 

Mr. Creiguron. Yes, sir. 

Mr. Woop. I want to ask Mr. McGuire one question and it is this: 

_ there any equities existing in favor of present Rumanian, Bul- 

garian, or other claimants? That is in World War I property, and we 
are dealing with World War I property, to which you think present 
Rumanian, Bulgarian, or Hungarian claimants would have as to this 
World War I property ? 

Mr. McGuire. I have no immediate knowledge on that. I have 
been primarily confining my attention to World War IT problems. 

Mr. Woop. The primary object of this bill is to completely dispose 
of all World War J assets and the Bulgarian claims and the Rumanian 
claims and the Hungarian claims about which you are testifying arise 
as a result of World War II? 

Mr. McGuire. That is right, sir. 

Mr. Woop. Is it your contention that your fund should be aug 
mented by the transfer of World War I assets to take care of World 
War IT claimants? 

Mr. McGuire. Sir, I can only speak for myself and not officially 
for the Commission because I have not had an opportunity to review 
the situation with my superiors, but as I indicated in my earlier testi 
mony, there is by far insufficient funds available to compensate claims 
of American nationals in these Balkan countries and any augmenta- 
tion of those funds I am sure will be appreciated by American na- 
tionals who are potential claimants. 

Mr. Woop. And the direct approach to that problem would be by 
an immediate appropriation rather than by a diversion of funds; isn’t 
that true / 

Isn’t that the way to approach that problem directly ? 

Mr. McGuire. I don’t know that I fully understand. 

Mr. Woop, The funds of your Commission thus far have been sup- 
plied by a diversion of assets seized under the World War II 
program ? 

Mr. McGuire. That is correct. 

Mr. Woop. If a further diversion takes place, then there results a 
further comingling of activities. There is a further fattening of your 
kitty at the expense of World War I claimants, is there not ? 

Mr. McGuire. That would appear to be true. 

Mr. Woop. Mr. Chairman, I request that the record be held open 
for the period of at least 5 days in order that anyone who may want 
to submit a brief statement might do so and submit it to counsel first 
for our observations to see that it is pertinent to the subject matter. 
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Senator Jounsron. That meets with the approval of the subcom- 
mittee with this understanding: Will that give you sufficient time? 

Mr. McGuire. Yes. 

Senator Jounston. If it does, that is all right. Tomorrow is Fri- 
day and the weekend is coming. I don’t want you to feel that we were 
barring you with a quick limitation of time here. 

Mr. McGuire. We are used to rapid movement where I come from. 

(Discussion off the record.) 

Mr. Woop. Let’s give Mr. McGuire 10 days. 

Senator Jounston. All right. 

Mr. Woon. Off the record. 

( Diseussion off the record.) 

Senator Jounsron. Thank you. 

This hearing will be closed. We may have other hearings later. 
Everybody will be properly notified in advance. 

(Whereupon at 2:55 p. m. the hearing adjourned. ) 

(The following were received subsequently for inclusion in the 
record. ) 


FOREIGN CLAIMS SETTLEMENT COMMISSION OF THE UNITED STATES, 


Washington, D. C., October 10, 1955. 
Hon. O11n D. JOHNSTON, 
Chairman, Subcommittee on the Trading With the Enemy Act, Committee 
on the Judiciary, United States Senate, Washington, D. C. 

DraR SENATOR JOHNSTON: The Foreign Claims Settlement Commission ap- 
preciates this opportunity to supplement the remarks of its general counsel, 
Andrew T. McGuire, made at the recent hearings conducted by your subcom- 
mittee on the bill, S. 2226, “A bill to authorize the Attorney General to dispose 
of the remaining assets seized under the Trading With the Enemy Act prior 
to December 18, 1941.” The underlying purpose of the bill appears to be the 
final closing out of the affairs of the Office of Alien Property with respect to 
the administration and liquidation of assets seized by the United States during 
World War I. 

Among other things, the bill would authorize the transfer to the Secretary 
of the Treasury by the Attorney General of specified balances currently held 
in certain trust accounts including a relatively small balance which has been 
derived from assets belonging to the Government of Rumania or its nationals. 

In the course of the hearings the Department of Justice, which submitted the 
bill for consideration by the Congress, proposed an amendment to section 1 (c) 
which would revise that section so as to provide that any Rumanian assets 
transferred would be deposited directly into the Rumanian claims fund which 
was established by section 302 of Public Law 285, S4th Congress. Since the 
bill was introduced prior to the enactment of Public Law 285, no such provision 
was made. On the contrary, the bill provided that such Rumanian assets would 
be carried in accounts in the name of Rumania. 

The deposit of these balances in the Rumanian claims fund would, of course, 
increase the amount available for the payment of claims authorized by Public 
Law 285 to be filed by nationals of the United States against the Government 
of Rumania. These claims concern the nationalization of American-owned 
property by that Government prior to the enactment of the law and for certain 
World War II damages and other losses suffered by American nationals with 
respect to their property in that country. This program is administered by the 
Foreign Claims Settlement Commission. The expected balances in the Rumanian 
claims fund which would be derived from the liquidation of certain Rumanian 
assets seized and blocked by the United States pursuant to Executive Order 
S389 of April 10, 1940, will not be sufficient to permit the payment of such claims 
in full. The Commission believes that any additions which can legitimately 
be made to that fund over and above the transfers thereto from the proceeds 
of World War II assets would be in the best interest of American claimants. 

The ultimate amount of funds available in the Rumanian claims fund is not 
expected to exceed $25 million. The amount of claims asserted against that 
fund may exceed $100 million. The Commission is advised that under the pro- 
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posed amendment to section 1 (¢) sponsored by the Department of Justice, there 
would be transferred the sum of $87,294.12. “ 

The question has been raised as to the equities of making pre-World War Il 
Rumanian assets available for the payment of World War II claims, in other 
words, whether it would be appropriate to transfer to the Rumanian claims 
fund World War I assets to take care of World War II claims. This involves, 
primarily, a matter of legislative policy upon which the Commission does not 
believe it can appropriately comment. It may be worth while to consider, how- 
ever, that the question of World War I claims for war damage or war losses 
against the Government of Rumania raises the problem of whether there are 
any such claims by American nationals that could be asserted against the 
funds which are proposed to be transferred to the Rumanian claims fund 
established under Public Law 285, 54th Congress. The Commission is informed 
that there are probably no such claims and that, therefore, the transfer of 
such Rumanian funds as proposed in 8. 2226 would not work to the disadvantage 
of any World War I claimants. 

Ir view of the foregoing, the Commission would support the amendment 
proposed by the Department of Justice to section 1 (c) of S. 2226. 

Informal advice has been received from the Bureau of the Budget that ther 
would be no objection to the presentation of this report to your committee. 

Sincerely yours, 
WHITNEY GILLILLAND, Chairman. 


New York, October 3, 1955. 
Hon. SENATOR OLIN D. JOHNSTON, 
Chairman, United States Senate Subcommittee of the Judiciary on Trading 
With the Enemy Act, Washington 25, D. C. 

DEAR SENATOR JoHNsTON: We respectfully submit for the consideration of 
your committee the attached statement in opposition to S. 1147, S4th Congress, 
1st session. 

Respectfully yours, 
DELSON, LEVIN & GORDON, 
ERNEST FLEISCHMAN. 


STATEMENT SUBMITTED IN CONNECTION WITH S. 1147 


This statement is directed only to our objection to so much of S. 1147 as 
provides that a debt claim shall not be paid “if it is based upon an obligation 
expressed or payable in any currency other than currency of the United States 
or the Philippine Islands.” Our position is based on the following considera- 
tions: 

The obvious motivation of the proponents of the bill is to artificially nullify 
the thousands of claims still pending for the mere convenience of the adminis- 
tration. It is therefore proposed that all claims not based on United States 
currency be dismissed. <A similar result could be achieved by adopting a stand- 
ard to the effect that all claimants with other than blue eves should have their 
ciaims dismissed. 

If the proponents of the bill were in earnest in their effort to find a solution 
to the problem of disposing of numerous small claims, they could have urged 
that all claimants pay an administrative fee so that only those claimants who 
had some chance of success would pay the same. Further, a simplified proce- 
dure could be adopted for the summary disposition of all claims under a certain 
specified amount. 

The proposed legislation is inequitable and unjust in that is places a premium 
on those claims which have already been disposed of, while the pending claims 
will be discriminated against, despite the efforts of the claimants to have the 
Office of Alien Property adjudicate their claims in more rapid order. It may 
therefore be logically argued that 8. 1147 is unconstitutional in that it discrimi- 
nates as between claimants and thus will deprive certain of them of their rights 
without due process of law. 

We represent a claimant whose claim ex eeds $1 million. The account against 
which the claim is directed is solvent and the claim is pending upward of 10 
years. Our claimant is over 75 years of age and the claim in fact represents 
his life’s earnings. In light of the overriding principle of equality before the 
law, we earnestly ask that S. 1147 be not approved or, in the alternative, that 
it be modified as follows: Replace the comma after the words “of this section,” 
in line 11, by a period, and strike out the rest of section 1. 
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GINSBURG, LEVENTHAL & BROWN, 
Washington, D. C., October 3, 1955. 
Hon. OLIN D. JOHNSTON, 
Chairman, Subcommittee on the Trading With the Enemy Act, 
Senate Judiciary Committee, Senate Office Building, Washington, D. C. 


t 
' 

DEAR SENATOR JOHNSTON: This letter is written pursuant to your announce- 
ment, at the close of the hearings on S. 1147, that the record would be kept open 
for a few days in order to receive additional statements bearing on the bill. 

S. 1147 would amend section 34 of the Trading With the Enemy Act in order to 
withdraw eligibility from nearly 20,000 debt claims held by United States cred- 
itors “payable in currency other than that of the United States or the Philippine 
Islands.” If S. 1147 is enacted, approximately 20,000 claimants will thereby be 
denied the opportunity for relief which the existing law gives to them. Since 
they have relied on section 34 in its present form, and have already made substan- 
tial expenditures in seeking to exercise their rights, the claimants, quite natu- 
rally, object. The Justice Department supports 8S. 1147 primarily because it 
would relieve the Department from the burden of adjudicating a large number 
of relatively small claims. 

An obvious alternative to 8S. 1147 is to return the privately owned Japanese 
and German properties to those from whom they were taken, since this would 
allow United States claimants to settle or compromise their claims directly with 
their debtors, or to take steps to enforce their claims against the property 
through the courts. Legal analogies are rarely exact but the Justice Department 
would appear to be somewhat in the position of a trustee who wishes neither 
to administer the trust on behalf of the beneficiaries nor to return the property 
to the settlor. 

The Attorney General is obliged to deal with these private debt claims, involv- 
ing as they do intricate questions of fact and law, because he wishes to retain 
privately owned assets which in the hands of the debtors would be subject to at- 
tachment by the claimants. The proper answer would seem to be not to cut off 
the creditors’ statutory remedy but to return the properties to the debtors; apart 
from other equally and perhaps more important advantages, this would enable 
the claimants to help themselves without cost, in time or money, to the Govern- 
ment. It may also be appropriate to point out that the return of vested private 
property would do a good deal more to speed the end of the World War II alien 
property program, which the Department indicates as a prime purpose of the bill, 
than the enactment of S. 1147. 

I am, of course, sending a copy of this letter to the general counsel of the sub- 
committee, Harlan Wood, Esq. 

Yours sincerely, 
Davip GINSBURG. 





AMERICAN FEDERATION OF JEWS FromM CENTRAL Europe, INC., 


New York, N. Y., March 9, 1955. 
Hon. HARLEY M. KILcGore, 
United States Senate, Washington, D. C. 


DeAR SENATOR KILGORE: We take the liberty of communicating to you our 
views on S. 1147, a bill to amend the Trading With the Enemy Act by eliminating 
debt claims based on foreign-currency obligations. 

The American Federation of Jews From Central Europe, Inc., has been in 
existence since 1941. It is a central body of Jewish emigrants in the United 
States, established for the purpose of safeguarding their rights and interests, 
especially in regard to indemnification for losses and injuries suffered as a result 
of persecution by the Nazi regime. 

Our organization is strongly opposed to S. 1147 in its present form. This bill 
is practically identical with S. 2231, introduced by Senator Dirksen in the 83d 
Congress. We voiced strong opposition to that bill and are now against passage 
of S. 1147 for the following reasons: 

1. Under the existing law many debt claims have been filed against German 
property vested in this country. In numerous cases the claimants are victims 
of Nazi persecution now citizens or residents of the United States of America. 
These people filed their claims with the Office of Alien Property at the proper 
time, they spent much time, effort, and money in presenting their claims. 
All their hopes would be frustrated if the bill were to become law. 
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2. It is well known that the German Federal Republic and the German 
states are very slow in fulfilling their obligations toward the victims of the 
Hitler regime as agreed to in the Hague-Luxembourg agreement, reaffirmed 
in London and Paris, and incorporated in the various restitution acts and 
indemnification laws so far enacted in Germany. The implementation of 
the Federal indemnification law, which went into effect on October 1, 1953, 
has made almost no progress. This has been admitted even by the Bunde- 
stag itself as can be seen from the enclosed excerpt of the Daily Bulletin of 
the Jewish Telegraphic Agency. 

Enclosed please find a memorandum in which we set forth our point of view 
in regard to S. 2231 of the 83d Congress. We hold the same views on 8. 1147 
of the 84th Congress. 

We would like to ask you to support our position for the reasons given and ask 
you to do your utmost to prevent the passage of 8. 1147 in its present form. We 
would be grateful if you were to advise us of your view on this problem. We 
assure you of our most sincere thanks for your courtesy and cooperation. 

Very truly yours, 

HERMAN MULLER, FErecutive Vice President. 


{Excerpt from the Daily News Bulletin OF one) Jewish Telegraphic Agency, February 28, 
1955 


“CoLp SABOTAGE” OF INDEMNIFICATION CONDEMNED IN BONN PARLIAMENT 


Bonn, February 27 (JTA).—Parliamentary Deputies of Chancellor Adenauer’s 
Christian Democratic Union and of the Social Democratic opposition, joined this 
weekend on the floor of the Bundestag in a strongly worded condemnation of the 
prevalent “cold sabotage” of indemnification for individual victims of nazism 
through court decisions reflecting unmistakable anti-Jewish bias. 

The heated discussion erupted during the first reading of a Social Democratic 
amendment to the Federal indemnification law, which was referred to the Bunde- 
stag’s new indemnification committee. The amendment proposed the speeding 
up of payments under the law and advanced the target date for the completion 
of the program by 2 years. : 

The Government bench, as has been the case in most similar instances, was 
empty during the debate, this time because it conflicted with a Cabinet meeting. 
But a Christian Democratic Deputy from Berlin made it clear that Chancellor 
Adenauer was in full agreement with the sentiments of the House. 

Indignant boos were heard from all parts of the chamber when Dr. Adolf 
Arndt, a Social Democrat, read aloud a number of excerpts from judicial opinions 
and verdicts handed down by Government judges in indemnification cases. Pro- 
fessor Carlo Schmidt, a leading Social Democrat, demanded impeachment of 
the judges concerned. 


MEMORANDUM ON S. 2231 
PURPOSE OF THIS MEMORANDUM 


The purpose of this memorandum is to demonstrate the inequitable effect which 
enactment of S. 2231 would have on a group of 3,500 debt claims presently pending 
before the Office of Alien Property. 


HISTORY AND PRESENT STATUS OF §S, 2251 


S. 2231 was introduced by Senator Dirksen on June 27, 1953. It has the sup- 
port of the Department of Justice. 

The bill was objected to by Senator Lehman and, consequently, failed to pass 
on the Consent Calendar. It was called up on the Regular Calendar on March 10, 
1954, and passed the Senate. It has now been referred to the House Committee 
on Interstate and Foreign Commerce and is presently pending there. 


DEBT CLAIMS UNDER PRESENT LAW 


Under the terms of the Trading With the Enemy Act, title to German and 
Japanese assets in this country has been vested in the Office of Alien Property 
(formerly the Alien Property Custodian). Section 34 allows the filing of so- 
called debt claims against vested assets. Debt claims may be filed against the 
vested assets of a specific alien enemy by American citizens and resident aliens 
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who, immediately prior to vesting, were creditors of such alien enemy. If a 
debt claim is allowed, the alien enemy's debt to the American creditor is paid 
out of the vested assets of that particular alien enemy. If the debt claims against 
an individual alien enemy exceed the amount vested, the account in question is 
declared insolvent and the available amount is distributed to the claimants on 
a pro rata basis. 

EFFECT OF S. 2231 


S. 2231, a bill sponsored by Senator Dirksen of Illinois, would amend section 
34 of the Trading with the Enemy Act by excluding two classes of debt claims: 
(1) claims agaiust foreign governments (with certain exceptions), (2) claims 
based on foreign currency obligations. 

If S. 2231 were enacted, the only debt claims that would be allowed would be 
claims against private individuals or companies if expressed or payable in 
American dollars or Philippine pesos. 


SENATOR DIRKSEN’S JUSTIFICATION OF S. 2231 


There are approximately 42,000 debt claims pending before the Office of Alien 
Property at the present time. Of these, the first exclusionary provision (relating 
to claims against foreign governments) would eliminate 11,000. The second 
exclusionary provision (relating to other foreign currency obligations) would 
eliminate an additional 21,000. 

When Senator Dirksen introduced 8S. 2231. on June 27, 1953, he submitted a 
statement in which he had the following to say about the elimination of claims 
against foreign governments: 

“Elimination of the first category is consistent with the purpose for which 
section 34 was enacted, namely, the protection of American creditors who may 
have extended their credit in reliance upon the assets of the debtor in the 
United States. These claimants should be protected in their claims through 
the assurance that the assets seized by this Government will adequately cover 
the value of such claims. 

“Recognizing the great majority of claims eliminated by my proposed legis- 
lation consist of bond claims asserted against the Governments of Germany and 
Japan and inasmuch as it has always been the policy of the United States courts 
to recognize sovereign immunity from suit, it is clear that when these 
claimants purchased their bonds they did not rely on assets of these foreign 
governments located within the United States for security of their investmenis. 
Of the 11,000 claims in this category, there are 4,794 debt claims in the face 
amount of $159 million filed against the Japanese Government and there is 
available for their payment before deduction of administrative expenses of the 
Office of Alien Property only $1,568,000, with respect to claims filed against 
German assets in this category, there are 3,445 claims in the face amount of S670 
million tiled against assets of only $1,500,000. Patently these claimants can 
hope to be paid at best only an infinitestimal fraction of their claims. 

“The Government of the United States under these circumstances should 
not be put to the administrative burden and expense of processing such claims 
and the War Claims Commission charged with the payment to exprisoners 
of war and other claimants under the jurisdiction of the War Claims Act should 
not be deprived of the revenues which would otherwise be required to be devoted 
to the purposes eliminated by this bill’ (99 Congressional Record 7635, July 27, 
1953, 83d Cong. 1st sess.). 

With respect to the elimination of claims based on foreign-currency obligations, 
Senator Dirksen made the following comment: 

“This category of claims arises principally as the result of yen certificates 
of deposits (principally American citizens of Japanese ancestry or Japanese 
residents of the United States), who purchased for United States dollars certifi- 
cates of deposit from Japanese branch banks in the United States which provide 
on their tace value for payment in yen in Japan. Moreover, it appears that 
these certificates may be cashed today at their full yen value in Japan and that 
a number of depositors have so done. 

“The United States is not under any moral obligation to permit external 
enemy assets seized by the United States to be utilized for the payment of claims 
of persons Who not only invested their money in a foreign economy but expressly 
agreed to be paid in a foreign currency in a foreign country” (ibid., p. 7635). 

On the basis of the justification offered by Senator Dirksen, the exclusion of 
the classes of debt claims described in his narrative account would appear 
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reasonable. However, the problem created by S. 2251 is that it goes beyond 
those classes. 

Senator Dirksen’s description of the first class of exclusions is fully adequate. 
As indicated, it would reduce the number of pending debt claims from 42,000 
to 31,000. 

It is the second exclusionary provision, a provision involving the 21,000 claims 
based on foreign-currency obligations that deserves further scrutiny. 

Senator Dirksen’s justification of this provision rested almost exclusively on 
the ground that most of the claims in question are based on yen certificates of 
deposit. These certificates were sold in the United States by Japanese banks, 
prior to World War II. They were paid for in dollars but provided for repay- 
ment in yen in Japan. As Senator Dirksen has pointed out, these certificates 
should not be repaid out of vested assets for two reasons: (1) They were bought 
for the express purpose of investing in a foreign economy, (2) payment on many 
claims will be as low as $5 or $10, the average being below $25 per claim: by 
contrast, the administrative cost of processing them will frequently be consider- 
ably higher. 

There are 17,500 based on yen certificates presently pending before the Office 
of Alien Property. The grounds for excluding them cited by Senator Dirksen 
are hard to quarrel with. But the Senator’s bill goes beyond excluding these 
17,500 claims. It excludes an additional 3,500 claims which are of an entirely 
different nature. That is the point of controversy here. 


QUESTION RAISED BY 8S. 2231 


Senator Dirksen’s initial statement on S. 2231 does not contain any direct 


reference to these 3,500 claims. When the bill was on the floor of the Senate 
he mentioned it merely in passing: 


“IT should like to refer to a certain category of debt claims involving certain 
German corporations, mainly steamship lines. In many cases, under the practice 
which prevailed, a citizen of the United States would buy steamship passage 
on the Hamburg-American Line, the North German Lloyd line, or some other line. 
Long before the day he was ready to take passage across the Atlantic on one of 
those stately vessels the war came on suddenly. He was the possessor of a 
pair of tickets, which he bought in good faith for a very substantial amount, 
but there was no ship to transport him to Europe or elsewhere. 

“At long last we did what we have done in every case. If an enemy property 
was involved we reduced it to cash and used the cash for our veterans, once it 
was a free balance. So there are citizens today who bought tickets on one of 
the steamship lines. The question is, How much money is available for the pay- 
ment of those claims?” (100 Congressional Record 2831, March 10, 1954, S3d 
Cong., 2d sess.) 

The 3,500 claims in question do not only involve claims based on the purchase of 
steamship tickets. Many of them arose out of various other contractual arrange- 
ments between the American creditor and the German debtor. Though they 
are founded on foreign currency obligations, these claims differ basically from 
claims founded on German Government bonds or Japanese yen certificates. They 
do not involve, as do the others, an intentional investment in a foreign economy. 
They involve, instead, business transactions between two contracting parties. 
These business transactions were not made with reference to specific assets of 
the present debtor but frequently with reference to his general business standing. 

The late Felix S. Cohen, in a letter to Senator Lehman, dated July 24, 1953, 
characterized the problem as follows: 

“Under the present law many debt claims have been filed against the property 
of German businesses which have been vested in this country. The claimants 
are, in many eases, people who had been forced out of their homes and liveli- 
hood in Germany by the Nazi persecution and who had come to this country 
before the war to become citizens and residents of the United States. Until the 
war brought into operation the Trading With the Enemy Act there was no way 
for these people to recover from Germany the money or property owed to them 
either by virtue of normal business transactions or as a result of the forced sales 
imposed by Nazi persecution. After the property of these businesses in this 
country was vested in the United States Government, these creditors could apply 
for the payment of debts and damages due them by proceeding under the 
authority of section 34 and the procedures of the Office of Allien Property. 

“Now all the claims have been filed and much time, and effort, and money 
have been put into the gathering of evidence and the presenting and argument 
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of the cases before the Office of Alien Property. Many of these cases are near- 


ing decision. It is at this point proposed by S. 2231 that our Government step ; 
in and throw a new barrier in the way of the recovery and restitution owed to 4 


these people for 15 years or more. S. 2231 would cut off any debt claim based 
upon an obligation expressed or payable in German currency, although debts for 
the forced sale of a business are properly claims against the entire assets of 
the business wherever they may be found. 

“If this bill is passed and we put our American claimants to the new trouble 
and expense at this late stage of seeking relief in Germany, we know that the 
marks which they might recover are not convertible into dollars and can be 
translated into dollars only by the sale of the marks at substantial loss.” 
(Ibid., p. 2832). 


POSSIBILITY OF RETURN OF ASSETS TO FORMER OWNERS 


Consideration of S. 2231 cannot be divorced from an examination of the plans 
for the disposition of vested assets. After World War I, the assets were returned 
to their original owners. At present, a resolution having the same objective 
with respect to World War II assets is pending before the Senate, Senate Joint 
Resolution 92. Senator Dirksen’s report on the Trading With the Enemy Act, 
filed under Senate Resolution 245, 82d Congress, specifically recommends “the 
return of private property confiscated under the act to individuals not convicted 
of war crimes.” It also recommends “adequate protection of claims pending 
against the confiscated assets.” 

But of S. 2231 passes, the above-mentioned 3,500 claims will not be entitled 
to protection in case of the return of assets. Thus the asset would be returned 
to the foreign debtor while the American creditor, who has for years pursued 
his remedy in the Office of Alien Property, will have to look for a new forum in 
which to present his claim. 





PROPOSED SOLUTION 


A simple amendment to S. 2231 would prevent the above-mentioned inequities. : 
That amendment would strike the words “obligations expressed or” from the 
last two lines of the bill and insert in their place “investment expressly agreed 
to be” to have the provision read “if it is based upon an investment expressly 
agreed to be payable in any currency other than currency of the United States 
or the Philippine Islands.” 


EFFECT OF AMENDMENT ON WORKLOAD OF OAP 


S. 2231 in its present form would reduce the present load of 42,000 debt claims 
by 32,000. If the proposed amendment is adopted, it would still result in a 


reduction of 28,500. 









Harvarp Law ScHoor, 
Cambridge 38, Mass., October 17, 1955. 
Hon. OLtin D. JOHNSTON, 
Chairman, Subcommittee on Trading With the Enemy Act, 
Senate Committee on the Judiciary, United States Senate, 
Washington, D. C. 


My DEAR SENATOR JOHNSTON: This is to express opposition to S. 1147 designed 
to amend the debt claims provisions of the Trading With the Enemy Act. 

My name is Kurt H. Nadelmann. I am an American citizen. I am lecturer 
in law at New York University School of Law and one of the editors of the 
American Journal of Comparative Law. I have written extensively on bank- 
ruptcy law and conflict of laws. I am a member of the National Bankruptcy 
Conference and chairman of its committee on conflict of laws. 

I am writing as an individual interested in protection of creditor rights. I 
have no personal interest in the proposed legislation. I do not represent any 
creditor or debtor involved. I have dealt with claims aspects of the Trading With 
the Enemy Act in American Creditors and Enemy Property in Allied Countries 
(46 American Journal of International Law 526 (1952) ), and in Local Enemy 
Assets and the Paris Agreement on Reparation (40 id. 813 (1946)). Some 5 
years ago I was expert witness for the Office of Alien Property in Estate of 
Henrietta E. Garrett, before the orphans court, Philadelphia, Pa. 

My objection to the proposed amendment is to the last clause of section 1 
by which obligations expressed or payable in any currency other than currency 
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of the United States or the Philippine Islands shall be excluded from payment, 
and to section 2 which will not allow judicial review of a determination by the 
custodian that a claim is in the category excluded from payment. 

To begin with section 2, in my opinion the proposed removal of the right to 
judicial review cannot be reconciled with government under law as we in this 
country understand it and as it was reaffirmed at the recent Marshall bicen- 
tennial celebrations. 

Passing to the proposed exclusion from consideration of obligations which 
are expressed or payable in any currency other than currency of the United 
States (or the Philippine Islands), I consider such exclusion arbitrary, dis- 
criminatory, and wholly unfair. Whether an obligation is in dollars, pounds, 
francs, mark, or yen, should be irrelevant from the point of view of allowing 
payment out of confiscated assets of the debtor. 

As recalled in my article in 46 American Journal of International Law 526, 
528 (1952), it has been a tradition in Anglo-American law, as well as in the civil- 
law countries west of the Iron Curtain, to allow payment of debts out of con- 
tiscated assets. Confiscation is not aimed at punishment of creditors. Under a 
contrary policy the confiscating body would be unjustly enriched. 

For enemy assets the recovery of claims has been limited by Congress to na- 
tionals and resident aliens. I have previously expressed doubts as to the wisdom 
of the limitation. The sponsors of S. 1147 now wish to take away from creditors 
who qualify under the act the right to recovery if the obligation is not expressed 
or payable in our local currency. 

There has never been, as far as I know, here or anywhere else in the world a 
classification of claims, for purposes of recovery, according to whether they are 
in local or other currency. For any such classification a basis is indeed missing. 
This is not to say that claims may not be classified. While it is the general 
policy of this country not to distinguish between local and nonlocal claims for 
the distribution of assets which are insufficient to pay all creditors, distinctions 
between local and nonlocal claims have been made, here and elsewhere, in excep- 
tional situations where local claims seemed to be entitled, in equity, to prefer- 
ential treatment with regard to local assets. 

In this respect local claim has a definite meaning and proper standards have 
developed in conflict of laws. The fact that an obligation is expressed in other 
than local currency does not suffice, under these standards, to make the claim 
nonlocal. An example for statutory definition of local may be found in the New 
York legislation which was passed to deal with the local Russian assets. 

To illustrate the problem by an example, an American had two accounts with 
the New York branch of a German bank, one in dollars and one in pounds, the 
pounds due in New York. From the point of view of indebtedness and right to 
be paid, what difference can it make that one claim was in dollars and the other 
in pounds? The only question with regard to the claim in pounds is that of 
determining the proper conversion rate. Or take a German who had an account 
in New York. For purchases made in New York he owed an Englishman residing 
in New York $200 and an American residing in England 200 pounds, both amounts 
to be paid in New York. How could different treatment of these two claims be 
justified ? 

Standards in matters of creditor rights have developed over the centuries. As 
a creditor nation we have every reason to sustain the standards. S. 1147 would 
throw overboard, for reasons of asserted expediency, generally accepted stand- 
ards. Do we wish to have dollar claims subjected to discriminatory treatment 
abroad? 

I note that the favorable statement read to your committee by the representa- 
tive of the Department of Justice offers no legal argument in support of the 
distinction which I criticize. Indeed no such argument can be found. 

Proper treatment in legislation of creditor rights is always important. It 
would seem to be particularly important at a stage where enemy assets may be 
restituted to the owners. Such assets will be made accessible to the creditors, 
I take it, as if there had been no blocking, freezing, or confiscation. And our 
courts will, of course, apply the generally accepted standards for recovery of 
claims. 

Respectfully submitted. 


Kurt H. NADELMANN. 
x 








